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Precision metal parts can lose 
some of their precision as a result 
of an ordinary fingerprint. The 
moisture and acid corrode the pol- 
ished surface, interfere with 
smooth operation. 

Gulf’s new fingerprint remover 
eliminates this cause of lost accura- 
cy in precision-built mechanisms. 

Called Gulf No-Rust FPR, it 
displaces fingerprint moisture on 
metal, neutralizes perspiration 


of lost accuracy 


acid, and lays down a temporary 
rust-preventive film. 


It helps safeguard such preci- 
sion parts as ball bearings and 
gears for aircraft instruments, for 
example. 


Gulf No-Rust FPR is typical of 
the many new and improved prod- 
ucts developed by Gulf’s modern 
research program to help industry 
step up production and reduce 
cost. This kind of leadership is an 





important factor in the industry- 
wide recognition of quality in Gulf 
products and dependability in 
Gulf service. 





Gulf Oil Corporation e Gulf Refining Company 
Pittsburgh 30, Pa. 
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Preferred and 
Common Stock Dividends 


The Board of Directors of 
Safeway Stores, Incorpor- 
ated, on August 26, 1952, 
declared the following 
quarterly dividends: 
60¢ per share on the 
$5.00 par value Com 
mon Stock. 
$1.00 per share on the 
4% Preferred Stock. 
S1.121/> per 
the 415% Convertible 
Prefers 


share on 


1 
ed Siock. 


These dividends are pay- 


able October 1, 1952 to 
stockholders of record at 
the close of business Sep 
tember 10, 1952. 

MILTON L. 


SELBY, Secretar) 




















SANGAMO 


| ELECTRIC COMPANY 


Common Stock Dividend 
The Board of Directors has 
declared a dividend of 37 Yc 
a share on the common stock 
payable Oct. 1, 1952 to stock- 
holders of record Sept. 18,1952 
C. L. CLARK 

Secretary and Treasure: 


September 8, 1952 
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1 Babkit= 


95ih CONSECUTIVE 
QUARTERLY DIViDEND 


The Board of Directors of B. T. 
Babbitt, Inc. has declared a quar- 
terly dividend of 5c per share 
on the Common Stock of the Com- 
pany, payable on October 1, 1952 
to stockholders of record at the 
close of business on September 
18, 1952. 


LEO W. GEISMAR, Treasurer 


September 8, 1952 
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Twenty Factories hath September... 





VERY working day of the year, an average of more 
E than one new industrial development is taking place 
along the Southern Railway System. A new factory 
opens. A large distribution warehouse goes up. A plant 
addition is completed. The total for the past ten years 
is 2,944. 

Here in the modern South, forward-looking industries 
of every kind—large and small, old and new —find a 
unique combination of benefits and opportunities for 





solid industrial development and growth. 


S OUTH E R N “Look Ahead—Look South!” 
RAILWAY SYSTEM % - a 


WASHINGTON, D. C. President 








The Southern Serves the South 
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The Trend of Events 


ANOTHER VICTORY FOR JOHN L. LEWIS? Negotia- 
tions for new wage contracts between John L. Lewis 
and the coal operators are coming to a head. On 
September 22, the contract in the Northern soft 
coal industry expires and at that time the miners 
will be relieved of their obligation to stay in the 
pits. At the same time, a new contract is due in the 
anthracite coal industry. The chances are that an 
“interim” settlement will be negotiated in this phase 
of the coal wage dispute. 

The soft coal negotiations, however, present a 
much thornier problem. Essentially, Lewis’s troubles 
stem from the economic difficulties of this branch 
of the coal industry. Bituminous coal has been in an 
unsatisfactory state for some time; a number of pits 
are closed or are running only a day or two a week, 
and there has been a considerable rise in unem- 
ployment among the miners. 

Due to competition from natural gas and oil, the 
demand for soft coal has fallen and the longer-term 
trend in this industry seems doubtful. In order to 
counteract this fundamental difficulty, a number of 
operators have installed mechanical devices in their 
mines and this has had the effect of still further 
limiting the potentialities for 


proposes that the miner’s work week be cut to three 
days a week and that overtime be paid for a fourth 
and fifth day when demand for coal is sufficient to 
warrant extension of work. This “penalty” overtime 
work, of course, would be a hardship on the operat- 
ors who are finding it sufficiently difficult, under 
existing conditions, to operate their properties 
profitably. In the meantime, the miners are not find- 
ing enough work to go around to produce a satis- 
factory annual wage. 

While the fundamentals are unsatisfactory for 
both operator and miner, the leader of the UMW 
possesses one advantage, strategically speaking, 
which is that he can play off the northern operators 
against the Southern Coal Producers Association. 
This has been his method in all his disputes with 
the industry and he has always managed to score 
victories by this canny maneuvering. 

The “victories” thus far achieved have helped 
the miners in some respects but in the final analysis 
have failed to solve the industry’s fundamental 
economic problem which is to find a broader market 
against a background of relentless competition by 
oil and natural gas. This is undoubtedly a problem 
for the miners as well as the 





employment. 

Lewis realizes that the out- 
look for full employment in 
the mines is becoming more 
and more dubious. Hence, he 
has hit on the expedient of a 
“Share-the-work” program, as 
a means of producing the 
maximum pay possible for the 
greatest number of workers. 
According to this scheme, he 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” 
regular feature represents a valuable 
supplement to Mr. 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


operators and no one is more 
aware of it than the brilliant 
leader of the United Mine 
Workers. 

Eventually, of course, the 
industry will have to recon- 
cile itself to abandoning high- 
cost mines, and concentrate 
on its more efficient and me- 
chanically operated units. 
When this policy is agreed on 


This 
A. T. Miller’s stock 
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mutually by Lewis and the operators, the labor 
problem will approach solution for the number of 
employable miners will then be cut to realistic 
proportions. This will displace many thousands of 
workers for whom work will have to be found but 
it will place the industry in a stronger economic 
position and make the position of the remaining 
miners much more secure than at present. 


FUNDAMENTAL ASPECTS OF FARM-PRICE SUPPORT 
... With the election campaign swinging into high 
gear, a considerable amount of attention by both 
candidates has been given the always important 
problem of parity support for farm prices. In sub- 
stance, the Democratic party leans toward a rigid 
high-support formula, whereas the Republican party 
seems rather to favor flexible supports although 
their attitude on this question is somewhat nebulous. 
No doubt, both parties are actuated by political con- 
siderations in making their appeal to the farmers 
of the nation. 

Since both republicans and democrats agree that 
farm-price support is to be with us a long time, 
it is important that government policies in this 
matter be based on long-term economic rather than 
immediate political considerations. Actually, the 
nation is committed, according to the action of 
Congress last summer, to a policy of high fixed sup- 
port, to run for two years. This, of course, continues 
the unfortunate policy of regimentation of farmers, 
started as an emergency measure in the earlier days 
of the New Deal. By now, of course, the farmers 
have grown accustomed to this form of government 
subsidy. 

Of the two-rigid or flexible—support, the latter, 
at least, has the merit of offering some leeway in 
adjusting production to prices. Under a high sup- 
port policy, production is encouraged at the risk of 
unwieldy surpluses. The farmer does not carry the 
cost of an over-supply, which is financed by the 
tax-payer, and he is naturally not too much con- 
cerned with the risks inherent in a rigid system 
since he does not pay for them. However, this 
undue amount of protection which seemingly favors 
the farmer also reduces farming from an inde- 
pendent enterprise to that of a dependent of the 
government. This is an excessive cost to pay for 
security. No doubt, after the disastrous experience 
of farmers during the depression, this vital industry 
must never again be permitted to become the victim 
of hardship of that period. As a part of the free 
enterprise system, it should however, be willing to 
take a reasonable amount of risk, along with indus- 
try in general. In doing so, it will regain a greater 
degree of independence than at present, which would 
impart a healthier aspect generally to our political 
institutions. Farmers should remember that when 
they become the wards of the government, they be- 
come at the same time the victims of the politicians. 


WORLD BANK A HARD LENDER... The proceedings 
of the International Monetary Fund at Mexico City 
proves that bankers can never satisfy their clients, 
the clients in this case being the 54 member nations 
of the Fund, including Czechoslovakia, the only one 
of the Soviet satellites represented. Complaints are 
numerous that the Fund’s severe restrictions on 
currency loans prevent this institution from ful- 
filling its primary function which is to aid needy 


nations to secure sufficient reserves of gold or dollar 
exchange. Since the major part of the Fund’s capital 
is supplied by the United States Treasury criticism 
is equivalent to an assault, no matter how politely 
couched, on the Treasury’s prudent policies. 

It is understandable that foreign finance ministers 
should attempt to tap the resources of the Fund 
on a more generous scale than hitherto permitted. 
Searcity of dollars or gold is certainly a chronic 
feature of the international scene and the nations 
could use larger reserves to advantage. However, 
the United States Treasury’s attitude has been, and 
rightly so in our opinion, that greater loans would 
be warranted only if the nations demanding greater 
relief take the difficult but necessary road of fiscal 
reform. Otherwise whatever relief afforded by inter- 
national currency loans is only transitory in its 
effect and does very little to help solve the funda- 
mental problem. 

It is true that the total aid thus far has been 
relatively small, only $892 million having been 
loaned from the Fund since the start of operations 
in 1947. This represents about 11% of the capital 
of a little over $8 billion. Of this the United States 
contribution is $2,750,000,000 with even larger com- 
mitments on demand. That the loan total thus far 
has been so small is in itself a measure of the refusal 
or inability of many foreign nations to conform to 
the necessary strictures of the directors of the Fund. 
It is therefore seen that the loans would have been 
much greater, if genuine international cooperation 
in this matter had been forthcoming. 

It is rather discouraging that after five years of 
attempts to get the International Monetary Fund 
to loosen its grip on the purse-strings, foreign 
nations should persist, regardless of the likelihood, 
if they succeeded, that other nations might be ad- 
versely affected. 

Two steps by applicant nations are needed if the 
fullest use of the Fund’s resources is to be made 
possible. One is that they adopt measures to bring 
greater order into their budgets. The second is they 
relax their current international trade restrictions 
or at least modify them. This can only be done by 
relying to a greater extent than ever on interna- 
tional cooperation in trade affairs. Independent 
efforts on the part of the nations concerned to 
extricate themselves from their financial and trade 
difficulties can only make for more confusion. When 
they have taken necessary steps toward self-im- 
provement through cooperation with other nations, 
the directors of the Fund will make it possible for 
them to have greater access to its ample resources. 

In the meantime, the United States can assist by 
adjusting its tariff and other restrictive policies to 
meet present-day world needs. 


TAX RELIEF IN THE OFFING? ... As the campaign 
gets into full swing, promises are being made from 
all directions that a modicum of tax relief can be 
expected. Some of the Republican spokesmen seem a 
little more specific in their assertions that taxes can 
be lowered than their Democratic opponents. We do 
not as yet know, of course, what the next budget will 
call for but most experts seem to feel that a cut in 
expenditures is indicated. No doubt a great deal 
more will be heard about taxes in the next few 
months but it does seem a little.to early to raise 
hopes without more definite information. 
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As 9 See Gt! 


By CHARLES BENEDICT 


SANITY—SOLVENCY—PEACE and PROSPERITY 


a before can I recall such intense interest 
as the citizens of this country are showing today in 
the economic-political facts of life. It seems as though 
they have become suddenly aware of their danger, 
and want to avoid the inevitable crisis which is 
bound to result from opportunist thinking and 
planning. 

It is plain to be seen 
they are fed up with 
Pollyanism, — with slo- 
gans that distort the 


“IT’S BEEN IN THE WATER TOO LONG, ADLAI”’ 


party loyalty against the nation’s interest. 

We must eliminate this hodge-podge leadership 
by impractical idealists and greedy politicians which 
makes it possible for cunning radicals to direct poli- 
cies in terms of politics rather than economics—the 
trend set in motion by the Communists when Stalin 
took over control of the Russian Government—and 
developed the technique 
by which a few control 
the many without having 
to consider the welfare 





truth at a time when they 
are experiencing hard- 
ships in their own affairs 
— decline in their per- 
sonal income—while their 
business suffers from bad 
management on the part 
of decision-making bu- 
reaucrats who have been 
running our affairs these 
past 20 odd years. 

Taxes, taxes, taxes 
with shrinking business 
profits on the one hand— 
graft and corruption in 
high places on the other 
—have an unbalancing in- 
fluence on creative effort. 
Business planning is 
stymied when one day 
the Government takes 
steps to produce deflation 
— the next introduces 
measures that must cre- 
ate inflation. And all this 
backing and filling going 
on while we carry on a 
so-called police action in 
Korea that costs as much 
as if we were fighting a 
full scale war. 

At the same time, the 
sum total of all these 
domestic policies has caused us to lose face before 
the world. Although we are spending huge sums 
abroad, most of the people in Europe, Asia and 
South America, hold us in contempt and consider 
that they are merely the beneficiaries of a cockeyed 
policy—that they benefit from an interim expedient 
while sounder plans are being evolved, which up-to- 
date have not materialized. 

It is clear that we have reached a crucial stage in 
our affairs and that our experience with the current 
Government planners is not encouraging for the 
future. We must make a change. A change from 
irrational opportunist thinking and the setting of 
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of the people. We must 
circumvent their efforts 
to foist this reversion to 
tyranny upon our people 
and we can only do so by 
the maintainance of the 
two party system. 

We must have the kind 
of leadership that will 
bring back sanity in this 
age of unreason. It is the 
basic ingredient for sol- 
vency — and for peace. 
For in the environment 
of facts and figures in 
which I live daily, I have 
learned throughout these 
many years, that com- 
monsense thinking which 
is always objective, can 
solve our problems de- 
spite the need for com- 
promise with human na- 
ture. That facts and fig- 
ures in themselves are 
but the sum total of 
human activities ... the 
driving power and men 
and women their 
goals ... their ambitions 
... and even their greed. 
They are the realistic ele- 
ments that give meaning 





to factual calculations. 

I therefore believe that any candidate that can 
bring commonsense into national useage is the man 
we want, because this force will then start from the 
top down and by example will permeate the minds 
and hearts of all the people. Only by sanity of 
thinking and action can we produce solvency—ensure 
peace and prosperity. And the satisfaction in over- 
coming our obstacles will bring us the joy of accom- 
plishment—as well as financial rewards. 

Then Russia like a whipped cur will walk away in 
defeat with her tail between her legs, having failed 
through our enlightened (Please turn to page 720) 
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‘Market Under New Pressures 


A sag starting shortly after Labor Day took the averages down materially further from 
their early-August highs. The sell-off is still of technical proportions. Whether it will 
assume importance is an open question at this point. Economic potentials of 1953 justify 
a conservative policy, maintaining comfortable reserve funds as heretofore advised. 


By A. T. MILLER 


ee recent technical pattern of the market 
shapes up as follows: a slow retreat began after 
establishment of bull-market highs to date by the 
Dow industrial average on August 11 and by the 
rail average on August 7. This gave tentative indi- 
cations of petering out within a fortnight or so, 
which induced a moderate amount of buying. In 
terms of the averages, over half of the sell-off to 
the August 26 reactions lows was made up, on mod- 
erately increased trading volume, in five sessions 
beginning shortly before, and extending briefly 
beyond, Labor Day. 
That rally proved abortive, with stock prices start- 
ing to ease slightly late in the trading week ended 


~ 


September 5. Easing developed into a fairly sharp 


sell-off in the second September week, with share 
turnover expanding to the largest proportions seen 
in some months. The industrial, rail and utility aver- 
ages broke their prior August lows. So the correc- 
tive phase now ranks as an intermediate one, rather 
than minor. Whether it will go further or flatten out 
over the near term is necessarily conjectural at this 
writing. So is the more important question whether 
it might be the starting phase of a serious liquidating 
movement. Nothing indicative of more than tran- 
sient rally tendencies had developed up to our Mon- 
day, September 15, press deadline. 


Fluctuation Still Moderate 





MEASURING MARKET SUPPORT 


300 


THE MARKET IS A TUG-OF-WAR... CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATING 
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This has been a highly selective, mod- 
erate-range and largely investment- 
dominated market for a long time, 
marked by relatively restricted up and 

- down swings in the averages. Since 
bullish business cycles do not run in- 
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-“ definitely, it will eventually degenerate 
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DEMAND for STOCKS 
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into a recessionary market, although 





AS INDICATED BY TRANSACTIONS 
a AT RISING PRICES 








260 not necessarily a devastating one, in due 
course. Broadly speaking, increasing ap- 
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260 prehension is justified as time takes us 
nearer the peak of this defense-capital- 
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goods-inflation cycle. But as regards the 
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the actual performance of the averages 





AS INDICATED BY TRANSACTIONS 





200 to date is no more frightening than 
have been the various previous re- 
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180 stricted downswings of the last two 





MEASURING INVESTMENT AND SPECULATIVE DEMAND 


years or so. Up to this writing, the 
maximum retreat 4n the industrial aver- 
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age, on the basis of closing prices, has 
been less than 4%; that in the more 
volatile rail average less than 6%. It 
would have to go considerably further, 
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from previous corrective phases. 
Because of its investment domination, 
with no great speculative position to be 


- shaken out, sharp sell-offs heretofore 
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have been of brief duration. Instead of 
touching off cumulative liquidation, they 
have invited fairly prompt investment 
demand, especially from institutional 
buyers. It might, of course, be different 
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in the present instance, 
but that it will can only 


TREND INDICATORS 








be assumption. Substantial 
investors are not easily 
scared into selling by | 2 
moderate market declines. 
This decline, or some fu- 
ture one, will become seri- | 280 
ous when enough investors 


210 


190 


decide that the economic | 27 
prospect justifies selling 
rather than holding or - 
buying common stocks. 105 
Following appreciable 
summer advances—and we 
had one this year—reac- ” 
tionary or irregular mar- “a 





kets have not been uncom- 
mon in September and/or 
October. From that point | 9 
of view, a corrective phase 
can be justified on techni- | @ 
cal grounds. Additionally, 
caution and doubt here | 80 
may well have something 
to do with the transient | * 
factor of election uncer-~ 
tainty, since the election 
outcome could materially 
affect Federal fiscal policy, 
especially should the Re- 
publicans win. 

The immediate support 
level for the industrial 
around 270. 
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(The August high was 
280.29.) Excepting the 
sell-off precipitated by 
start of the Korean war in the summer of 1950, 
intermediate reactions in the rise from mid-1949 
have ranged from roughly 4% to 8%. This decline 
will look “suspicious” if it should run beyond 8%, 
or below the 258 level, on significant volume. How- 
ever, the averages will have to make an interme- 
diate base, fail to better the August highs in a sub- 
sequent recovery, and then break whatever lows 
are made on the present sll-off to indicate a positive 
bear trend. Such a test could be a matter of con- 
siderable time. 


Market On Defensive 


There is no denying that the market is on the 
defensive, and that the burden of proof is on the 
bull side. Since so many stocks have not participated 
much, if any, in the upswings, speculative-investors, 
interested in medium-term or six-months capital 
gains, may become increasingly discouraged, if they 
are not already becoming so. On the other hand, 
dynamic leadership cannot be expected indefinitely 
from the minority of popular stock groups hereto- 
fore prominent in phases of advance. A traditional 
speculative “blow-off” appears highly improbable, 
suggesting that the eventual demise of the bull- 
market will be a relatively quiet petering-out process. 

Unless the prospect is altered by unpredictable 
foreign developments, there is now ahead only a 
comparatively modest further rise in monthly de- 
fense outlays to a projected peak around mid-1953. 
The program—or rather the shortages mistakenly 
anticipated — had maximum effect on consumer 
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spending and business inventory policy in the early 
months of 1951. Neither consumer spending nor in- 
ventory outlays figure to be decisive factors of 
economic change during the rest of the cycle. Ex- 
ports are trending down. Defense spending and 
plant-equipment outlays are the two key factors. 
The former will remain at or around the peak level, 
moderately above the present level, into 1954, if 
present: official projections can be taken at face 
value. The latter have passed their peak, and figure 
to trend down more significantly before long. Again 
barring foreign developments capable of enlarging 
defense needs, vitally, economic activity may well 
reach its cyclical peak in the 1953 first half, if not 
around the end of the first quarter. If the stock 
market’s vaunted “prophetic vision” means any- 
thing, will it wait until the handwriting is on the 
wall for all to see with the naked eye? 

Some previously favored stock groups were 
among the weakest in the market’s further recent 
sag, including rails, aircraft, coppers, drugs, oils, 
paper and tires. Others faring worse than average 
were liquors, machine tools, office equipment, steels, 
natural gas and movies. Groups holding relatively 
well were electric utilities, soft drinks, building ma- 
terials, chemicals, electrical equipments, finance 
companies, food brands, retail issues and the long 
depressed tobaccos. 

Your investment policy should be selective and 
conservative. Substantial reserves should continue to 
be held. We have previously recommended paring 
down overly-speculative holdings in periods of mar- 
ket strength, and (Please turn to page 720) 
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— AS COST OF LIVING ZOOMS TO NEW HIGHS? 
By OTTO C. LORENZ 


bs oday’s business road is based on the bed 
rock of each American’s ability and willingness to 
buy. Can he—will he—buy in quantity this Fall, this 
Winter and next year? For, if he does not, activity 
on the superhighways of our productive capacity is 
threatened. 

Business men are deeply concerned with this prob- 
lem. They are making plans to serve their future 
trade on a short, fast haul basis. The goal is mobility 
and quick adaptability to changing conditions. Mis- 
takes in over buying or underbuying could prove 
quite costly. 

Two moods dominate the American family at this 
moment. Caution and a desire for safeguards against 
emergencies are making for slow markets and in- 
creased savings. The steady rise in cost of living 
applies brakes to buying impulse. Price increases 
have not scared the public into stocking up—Ameri- 
cans are watching their income and expense budgets 
mighty carefully these days. Some, no doubt, are 
spending more than they take in. The Department 
of Commerce reported that the average urban family 
went into debt about $400 in 1950. There is no rea- 
son to believe this situation has changed. 

But is the average family going to stop buying 
the things it needs? Hardly. It may have decided 
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to make the old car do 
another year, mother 
will wait until the pres- 
ent TV set is paid for 
before she gets a mid- 
get model for Mary and 
there won’t be any 
clothes drier in the 
laundry until the 
monthly payments on 
the automatic washer 
are completed. But the 
day is coming when 
those desires will be 
satisfied. In the mean- 
time other gaps in the 
family inventory of 
home furnishings are 
being filled. It is likely 
that activity in soft 
goods will increase. 

It may be necessary 
to dip into liquid assets 
to buy these items that 
fill the gap. 

Americans don’t like 
to do that. They want 
to hang on to their bank 
deposits, government 
bonds and securities to 
the last ditch. But pros- 
pects of a rise in per- 
sonal income do detour 
this resistance in an in- 





cans do pledge their 
thrift accounts, securi- 
ties and even their life 
insurance policies if 
they see a good chance 
of getting them back 
out of hock by monthly 
repayments. Personal 
Loan departments of 
commercial banks have 
financed loans on this basis since the late ’30’s. 
Collections have been as favorable as on any other 
class of loan. 

How big is this pool of liquid assets? And what 
are the chances for a rise in personal income? How 
can the great savings of the American people be 
used—wisely and carefully—to supplement the un- 
doubted squeeze on monthly income? 





Latent Buying Power 


The rise in Personal Income, at the rate of $266 
billions for June, 1952, indicates plenty of buying 
power if not for everything needed, at least for a 
goodly portion of it. No reports as to what the rate 
is today, though a fair guess might put it higher 
as a result of resumed steel production. The data 
shown in the accompanying tables are revealing. 
Disposable Income—what’s left of Personal Income 
after taxes—is apparently levelling out at about 
$231 billions. Personal Savings according to the 
Department of Commerce formula have gone down 
quarter after quarter since December, 1951. The 
loss in Savings is obviously due to the rise in Con- 
sumption Expenditures while the Disposable Income 
rate stood still and even fell off $1 billion in March, 
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war is about exhausted. Automobile business seems 
to be settling down to a level of 4 or 5 million new 
cars a year. In its study of family spending units, 
the Federal Reserve Board reports that 55% bought 
their cars on time in 1951 as against 52% in 1950. 
But the price of cars is still a huge barrier which 
easy payments will not overcome. American families 
who are thinking in terms of $1,200 and $1,500 for 
a new car would gladly sacrifice push-buttons and 
other fancy gadgets for the sake of a good engine, 
comfortable body and low gas and oil consumption. 
No number of easy payments will make purchasers 
out of these prospects at present new car prices. 


Rise in Miscellaneous Lines 


Recent reports on household appliances show 
small, local spurts in sales. Furniture stores report 
gains in July for radios and TV sets stimulated, 
no doubt, by the Chicago conventions. The number 
of spending units who purchased refrigerators 
dropped while the number purchasing furniture 
increased from 1950 to 1951. 

This reflects the basic trend of post war family 
demands. They are catching up on their most-needed 











Basis of Consumer Spending 
LIQUID ASSETS (Individuals, U. S.) 


(Billions of Dollars) 


Classification 1951 1950 ~— Net Change 
Currency $ 24 $ 23 + 1 
Demand deposits in banks 53 52 + 1 
Savings deposits in banks 59 57 + 2 
Savings and loan deposits 16 14 +2 
Private insurance 67 62 + 5 
Government insurance 44 40 +4 

| U. S. Savings Bonds 50 50 0 
Other U. S. Government securities 17 19 — 2 
State and local government securities 10 9 + 1 

Totals $340 $326 +14 


PERSONAL CONSUMPTION EXPENDITURES 


1951 


Classification (Billions) Per Cent 
Food and tobacco $ 73.9 35.5 
Clothing, accessories, jewelry 24.6 11.9 
Personal care 2.4 1.2 
Housing 21.8 10.5 
Household operation 27.4 13.4 
Medical care 10.1 4.5 
Personal business 25 4.5 
Transportation 21.8 10.5 
Recreation 11.3 5.4 
Education 1.8 » 
Religious and welfare 2.0 1.0 
Foreign travel 1.4 7 

Totals $208.0 100.0 





DISPOSABLE PERSONAL INCOME 





(Billions of Dollars) 
1952 1951 
June Mar. Dec. Sept. June 





Personal Income, total _ $266.0 $363.0 $262:0 $256.1 $251.9 
Less: Personal tax and 


non tax payments 32.9 32.5 30.4 29.0 28.7 
Equals: Disposable Per- 

sonal Income 231.5 230.5 231.5 227.1 223.2 
Personal Savings 16.5 17.3 21.1 20.7 18.7 
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labor saving durables and are now beginning to fil! 
in with furniture, textiles and other household furn- 
ishings. Instalment credit is used in 40% to 50% 
of these purchases but again price is the first con- 
sideration. 

Wearing apparel sales show a slight improvement 
in some areas since last year. Customer interest is 
developing in this classification but prices are still 
all-important. Special sales have created small, local 
spurts in volume. However, an over all loss of 3% 
for the week ended August 23, 1952 is still reported. 

Household textiles, linens, towels, blankets and 
spreads show gains for May, 1952, over a year ago 
and mattresses, springs and studio beds also show 
improvement. This trend is likely to continue well 
into 1953. 

There is still much virgin territory for the sale of 
television sets. Producers may also find themselves 
able to reach present owners soon for the sale of an 
additional set when payments on the old set have 
been completed. Warning: It is to be hoped that the 
TV industry will not be lured into producing new 
and less expensive models at a rate so fast that cus- 
tomers who buy on time have little or no equity in 
the sets. “Nothing down—10 days free trial—and 
$1 a week” coupled with new models every six weeks 
or so would certainly invite a repetition of the 1932 
collapse of radio dealers and manufacturers. 

Home deep freeze units feature our business high- 
way. As their use extends, as housewives learn to 
make the best use of seasonal food prices, these units 
may help curb scare buying and add to personal 
savings in family budgets. 

Behind all these purchases is the need for financ- 
ing them out of income. As Personal Consumption 
figures approach Disposable Income, the need for 
financing is increased. Consumer credit outstanding 
is rising and will continue to rise. Increased volume 
and longer repayment terms will contribute to this 
growth. The present peak of over $21 billions is 
neither the end nor is it dangerous to the American 
economy. In a very real sense it represents the sav- 
ings of the American people in good hard durable 
goods which enhanced in value while the dollar pur- 
chase power went down. 

Let’s stop a moment on our highway and look at 
the peaks and valleys in this Expenditures area 
which lies between Personal Savings and Personal 
Disposable Income. The Department of Commerce 
charted the 1951 road shown in the accompanying 
table ‘Personal Consumption Expenditures.” 

Almost 50% for food and clothing! One may 
speculate on what will happen to Savings if food 
prices rise without a corresponding rise in Personal 
Disposable Income. And yet—prices have been doing 
just that and statistics continue to show large Per- 
sonal Savings over the entire inflation period—a 
trend which should continue far into 1953. 

Personal Consumption Expenditures data point to 
a sore spot—one which must be carefully watched 
in the light of day to day experiences in the food 
and clothing fields. If the squeeze increases, hard 
consumer durables will be the first to slow down, 
food the last. 





Effect of Taxes 


Before asking what measures are being taken to 
keep our business economy on the road, let’s follow 
the map of Disposable Personal Income. Recently 
revised Department of (Please turn to page 708) 
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.. The Growing. . 


Pacific Northwest 


By JAMES T. ROBERTS 


W3 ig things are happening in the Northwest 
corner of our country—and still bigger things are in 
the blue print stage; so much so, that it would not be 
an exaggeration to describe the Pacific Northwest 
as “surging” rather than “growing.” And by Pacific 
Northwest, the writer has in mind the States of 
Oregon, Washington, Idaho and that portion of 
Montana lying west of the Continental Divide. From 
1940 down to this time, the region has made indus- 
trial strides with a speed the drama critic would be 
tempted to call “breath-taking.” 

Sparked by tremendous hydro-electric power proj- 
ects—public and private—and endowed with a wealth 
of raw materials, Washington and Oregon have 
decisively swung from agricultural to industrial 
economies, while industry has made relatively slower, 
yet significant gains in Idaho and Western Montana. 
By reference to accompanying tables on manufac- 
turing employment, wages, and values added by 
manufacture in the area it is discernible that indus- 
try of the region has more than trebled the value of 
its output since 1939. 

Hydro-electric developments are enabling the Paci- 
fice Northwest to process many of its raw materials 
from source to finished product, and even to import 
raw materials for processing—notably bauxite for 
aluminum production and certain ores for the ex- 
traction of uranium for the Nation’s atomic energy 
program. 

Because of the juxtaposition of energy and raw 
materials, with the resultant industrial output, pop- 
ulation growth of the region has raced ahead at a 
faster rate than that of the United States as a whole. 
In 1950, approximately 4,700,000 persons lived in 
our Pacific Northwest. Population there increased 
33 percent in the 1940-1950 decade, compared with 
a 14 percent growth in the Nation during the same 
period. Census Bureau experts now predict popula- 
tion of the region will continue to grow at a more 
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rapid rate than the rest of the country. By 1960, 
these experts say, population of the Pacific North- 
west will increase by 25 percent, while the popula- 
tion of the United States will increase by only 12 
percent. It goes, without saying, that future indus- 
trial expansion—not any peculiar fecundity of resi- 
dents of the region (where birth rates are normal) 
—will account for the marked population gains of 
our Northwest empire. 


Nation’s Hydro-Electric Center 


The Pacific Northwest is the hydro-electric center 
of the Nation. About 90 percent of the electricity gen- 
erated for public use in the area now comes from 
hydro-electric projects, and the potential power gen- 
eration of the Columbia River and its tributaries is 
estimated at 30,000,000 kilowatts — approximately 
one-third the total hydro-electric potential of the 
United States. About 90 percent of all hydro power 
of the area is Federally produced. 

Bonneville Dam has its full generator capacity of 
518,400 kilowatts installed and the Grand Coulee 
Dam, with an ultimate capacity of 1,944,000 kilo- 
watts, now has 16 of its 18 generating units “on the 
line.” The McNary Dam, started in 1947, will be the 
next large project to be completed on the Columbia 
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Principal Industrial Companies Operating 
in Northwest 





Allied Chemical Dye Corp. 
Aluminum Co. of America 
Aluminium, Ltd. 

American Can Co. 
American Smelt. & Ref. Co. 
American Brake Shoe Co. 
Anaconda Copper Co. 
Armco Steel Corp. 

Boeing Aircraft Corp. 
Container Corp. of America 
Continental Can Co. 

Crane Co. 


Crown Zellerbach Corp. 
Hooker Electrochemical Corp. 
Kaiser Aluminum & Chemical Co. 
Libbey-Ownes-Ford Glass Co. 
M & M Woodworking Co. 

AA to Ch ical Co. 
Pennsylvania Salt Co. 
Rayonier Corp. 

Scott Paper Co. 

Simmons Co. 

Standard Brands, Inc. 

Victor Chemical Works 











Power Generated by Principal Electric Utilities 
of Northwest 
— Total 28.1 Billion KWH — 


% Generated by: 


Portland General ElectricCo. 2.5 Puget Sound Power & Light 5.7 








Tacoma City Light.......... 3.2 Idaho Power Co. 6.4 
Pacific Power & Light 3.2 Montana Power Co. 10.7 
Seattle City Light 4.6  U. S. Columbia River 

Washington Water Pwr. Co. 5.0 Power System 58.7 





River. It will have an ultimate capacity of 980,000 
kilowatts. Also under construction and slated to come 
into production by late 1955 is the Chief Joseph Dam 
with an ultimate capacity of 1,152,000 kilowatts. 
These are Federal developments which are tied in 
with the so-called Northwest Power Pool, a power 
grid which is an integrated system of private utili- 
ties, municipal systems, and the Bonneville Power 
Administration. The western division of the system 
covers most of the State of Washington and a major 
portion of Oregon. To the east, it is tied in with 
private utilities and other public hydroelectric devel- 
opments reaching into Idaho and Montana. 

Major private utilities now members of the North- 
west Power Pool include the Portland (Oregon) Gen- 
eral Electric Co., Pacific Power & Light Co., Wash- 
ington Water Power Co., Puget Sound Power & Light 
Co., Idaho Power Co., Montana Power Co., Utah 
Power & Light Co., and British Columbia Electric 
Co., but the major service areas of the last two really 














Industrial Growth of Northwest 
(Source U.S. Census of Mfrs.) 
WASHINGTON 


No. of Employees — 
Year Establishments Avg. for Yr. Salaries & Wages 


99,119 


Value added by 
Manufacture 





$142,585,000 


1939 .......... 2856 $ 267,716,000 
1247 .......... 3,410 144,324 438,020,000 874,036,000 
oe" ........ WE 160,342 558,807,000 1,113,362,000 
OREGON 
1939 1,903 67,222 $ 87,938,000 $ 156,696,000 
1947 3,075 105,591 317,827,000 656,017,000 
1950 n.a 116,862 400,424,000 806,947,000 
IDAHO 
1939 498 11,719 $ 14,697,000 $ 29,788,000 
1947 664 16,907 45,748,000 109,694,000 
1950* n.a 15,495 55,659,000 118,675,000 
MONTANA 
1939 552 11,939 17,286,000 $ 38,828,000 
1947 652 16,092 43,481,000 92,258,000 
7950* ......:. mm. 16,245 51,942,000 107,837,000 





n.a.—Not available. 





*Estimates, based on manufacturers’ reports by operating manu- 
facturing establishments to the Bureau of the Census and the 
National Production Authority. 
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lie outside the Pacific Northwest region. 

Projected, in the blue print stage, authorized by 
Congress, or actually under construction are some 12 
or 14 Federal developments which, added to almost 
the same number of private utility developments, 
under construction or projected, can bring the in- 
stalled capacity of the region to around 15,000,000 
kilowatts by 1960. 


Area’s Industrial Operations 


This tremendous power pool—present and potential 
—was the magnet which drew industry and popula- 
tion to the region, and it will continue to draw them 
for the next decade or longer. And, if it were not for 
defense demands—principally aluminum and atomic 
energy—private industrial growth would be even 
faster ; less defense demands on the power pool, more 
power for industry. 

Largest single industrial installation of the region 
is the Hanford Works of the Atomic Energy Com- 
mission at Richland, Washington. Built by duPont 
for the Federal Government at a cost of $775 mil- 
lion, and now scheduled for a $411 million expansion 
under AEC’s $3.5 billion expansion program, the 
Hanford Works—now operated for AEC by General 
Electric—has 14,331 persons on its payroll and will 
add approximately 7,000 more in the next twe years. 
Although not stricély a private operation, it is men- 
tioned here as one of the indices pointing up mar- 
keting and investment potentialities of Washington 
and the Pacific Northwest. An annual payroll, now 
in excess of $60 million, and slated to move up to 
$85 million—for a single operation in a limited area 
—is no small thing, despite inflation and devalued 
dollars. This installation was just one which trekked 
to the Pacific Northwest because of electric power 
availability. Another governing factor, not hereto- 
fore known, was the vast quantities of water avail- 
able from the Columbia River system. 

Other industrial operations which moved into the 
area, because of power availability included alumi- 
num reduction and fabrication. Five reduction plants 
and one fabrication plant are now in full blast. Three 
of the five reduction plants were built by the Govern- 
ment to further the war effort, and two were built by 
private capital, also to aid the war effort, afterward 
to swing into peace-time production. Total estimated 
annual output of the reduction plants is around 700,- 
000 short tons. Operations of the fabrication plant 
are not available for security reasons. So much of its 
output goes into aircraft manufacture that to publish 
figures might tip off our Air Force potentialities. 
However, it is publishable that the reduction plants 
of the Pacific Northwest are now turning out about 
55 per cent of our primary aluminum. 


Growth in Airplane Manufacture 


Invested in these plants is approximately $375 mil- 
lion, and all of these plants are slated for expansion 
within the next two years, provided needed materials 
are available. Accurate figures on costs and produc- 
tion of individual plants are not available but rea- 
sonably accurate estimates would put the reduction 
plants of Aluminum Company of America at $119 
million; the one fabrication and two reduction plants 
of Kaiser Aluminum and Chemical Corp. at $275 
million and those of Reynolds Metals Co. at $80 mil- 
lion. 

Since the days of World War I, even before the 
United States entered, the Pacific Northwest has 
been an important center for the manufacture of air- 
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be estimated ). 1947 1948 1949 1950 


3o0eing backlog 
orders, mostly for 
defense, are now put at $1.6 billion. 

We digressed a moment from aluminum to air- 
craft—a major user of aluminum. Now we get back 
to aluminum. The Anaconda Copper Mining Co., 
located in Montana, plans to get into the aluminum 
picture with a plant at Kalispell, Montana. Proposed 
cost of the project is not now known, nor is start and 
completion beyond the planning stage—Government 
approval of materials procurement is involved. How- 
ever, since it would be privately financed, it can be 
expected to move forward with reasonable speed. Not 
to be neglected at this point is the fact than Montana 
is the largest copper-producing state in the Union. 


Lumber, Pulp and Paper 


Lumber and its products (exclusive of furniture) 
and the pulp and paper industry, seem to next top 
the industrial scene. Lumber products have an an- 
nual value of something over $750 million, while 
pulp and paper products come in for a valuation of 
around $420 million. 

Looming large in the lumber picture is the produc- 
tion of plywood, including laminated board, a sub- 
sidiary of the lumber and logging business of the 
region. 

Since 1925, the total production of plywood has 
increased about 100 percent in the States of Wash- 
ington and Oregon, with Washington producing ap- 
proximately 60 percent of the total of the two States. 
The exact value of this output is not available from 
usually dependable sources, but it is conservatively 
estimated at around $85 million. In recent years, 
most of the new plywood (and veneer) plants have 
been built in Oregon, Northern California and Brit- 
{ish Columbia, our Canadian neighbor to the North. 

In the Pacific Northwest, wood pulp for the manu- 
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facture of paper, looms large on the industrial hori- 
zon. Present capacity of Washington pulp mills now 
runs above 12 percent of the nation’s production. 
Much of this production goes into kraft paper, but 
some is finding its way into newsprint manufacture, 
while not a little is shipped out for use in Eastern 
synthetic (rayon, nylon) textile mills. End value of 
the wood pulp industry’s output is in the neighbor- 
hood of $520 millions. 


Dieselization of Rails 


Transportation and transportation equipment (ex- 
clusive of aircraft production) are two more indus- 
tries which must be considered. Traversed or served 
in considerable part by nine Class I railroads, the 
Pacific Northwest is in admirable position to send 
its wares to the markets of the United States and 
the world. Dieselization on the rail carriers has been 
of tremendous aid, but the railroads out there are not 
yet 100 percent dieselized. However, dieselization 
has extended to the point that 72 percent of gross 
freight ton mileage is diesel-hauled and more than 88 
percent of the rail passengers of the area are riding 
behind the oil-electric locomotives. The carriers do 
not lie wholly within the territory (Spokane Inter- 
national Railway excepted), but their $517 mil- 
lion in diesels indicates their desire to move things, 
and move them fast. 

In the transportation picture are the ports of Seat- 
tle and Portland—the latter a water gateway to the 
so-called inland empire—Idaho and the agricultural 
regions to the east of Portland. In the past year, the 
two ports handled some 22 million tons of ocean 
traffic (import and export), while river traffic, both 
ways, at Portland topped 9 million tons. 

Under transportation (Please turn to page 708) 
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18 Stocks That Meet Today’s 


Investment 
Tests 


—And 20 Stocks to Avoid 


By 
WARD GATES 


*.. this article, we 
present 18 stocks that meet 
modern investment tests. We 
also present a list of 20 stocks 
which fail to meet these tests. 

In the first group are issues 
such as Allied Chemical, Good- 


to Chemical and Gulf Oil. 
These, and the others in the 
list (Table II) are considered 
among the strongest available 
and are suggested for inves- 
tors interested in long-term 
investment. The second group includes a number of 
stocks which do not qualify as investments, accord- 
ing to our tests, and are therefor unsuited for inclu- 
sion in a genuine investment program. That some of 
them may prove speculatively profitable from time 
to time merely establishes the nature of their cate- 
gory. 

The selections for investment were determined by 
application of severe tests. These differ sharply from 
those of several decades ago. Mainly, this is because 
the American economic scene has become so varied 
and the factors influencing security trends so com- 
plex, that a new approach to satisfying investment 
requirements has become imperative. 

Those who have been quick to appreciate the sig- 
nificance of these changes and who have adjusted 
themselves to new standards of values have profited 
most. Correspondingly, those who have clung to old- 
fashioned methods, outmoded for many years, have 
not been able to take advantage of many available 
opportunities and which are still available for profit- 
able investment. 

The problem of successful investment in common 
stock under modern conditions can be tackled best 
by ignoring the older yard-sticks such as the times- 
earnings ratio and the net equity or working capital 
value per share. These have substantially lost their 
meaning and ,in fact, can be quite misleading. In 
former years for example, stocks were supposed to 
sell at a ratio of ten times earnings. That is to say, 
stocks were considered dear if they sold much above 
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that ratio and cheap if they sold under. It is many 
years since such a rule has materially influenced 
serious investors. Today, stocks can sell at ten, fifteen 
or twenty times earnings or more and all may be 
sound investments depending on the particular status 
and prospects for the company. 

Similarly, the yardsticks of equity value per share 
or net working capital has very little influence in 
determining market prices. Literally scores of ex- 
amples of stocks selling at or considerably under 
their net equities (book value) can be found. Some 
of these are listed in the accompanying table I. 


Capital Gains Tax a Prime Factor 


Even the factor of dividends, always important in 
estimating future common stock prices, has become 
somewhat subordinate compared with the new factor 
of dynamics in stock values. This is a product of the 
high income taxes in effect for over a decade. Inves- 
tors in the higher brackets no longer attach as much 
importance as formerly to common stock yields since 
the penalty on current income, of which dividends 
are a part, is sufficient to discourage investment for 
income to some extent when the tax rate becomes 
too great. It is for this important reason that inves- 
tors have been shifting their emphasis from cur- 
rent dividend-producing income to long-term capital 
gains. In fact, the capital gains tax has become a 
prime element in stock values. Unless such a gain on 
an extensive scale is foreseeable, experienced investors 
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tend to ignore issues in which such 
a probability seems to be lacking. 

Necessarily, investment by those 
best attuned to modern market re- 
quirements is limited mainly to the 








Stocks With High Yields Selling Under Book Value* | 








“erowth” stocks. Before defining Book 
these stocks however, we think it _—s—i—sisiC 
advisable for the reader to obtain American Crystal Sugar... $72.10 
a clearer impression than he nor- Cuban American Sugar 48.37 
mally has of those elements in stock Devoe & Raynolds “A” 30.56 
valuation which no longer possess a _— 
z ; reenfield Tap & Dye 34.10 
much importance and which he Lee Rubber & Tire... 86.63 
should more ar less ignore. By elim- Libby McNeill & Libby ........ 15.18 
inating these traditional yard-sticks Minneapolis-Moline .... 39.08 
from consideration, he can more psn dg lei Pry 
easily concentrate on. those tests National Department Stores 31.80 
which modern usage in stock in- Rew Meters 35.65 
vestment have proved to be the Savage Arms 20.61 
most successful. Seiberling Rubber 25.59 
Test +1 Equity Values—As a > nae gag pip 
test of future possibilities in stock Walker (H.)-Good. & Worts 52.30 
prices, equity values—whether book oeoaged Auto Supply pore 

‘ r ; ; ite Motor ; ; 
value or net working capital—have hale gr prot 


little significance if these assets 
over a period of time have not pro- 
duced proportionate earning power. 
The very fact that a stock sells con- 
sistently under its book value or net 
working capital is an indication 
of unsatisfactory earning power. 
Thérefore, the long-term investor 
must be on guard to avoid stocks 
in this category. This is true, of 
course, only as long as these assets 
do not produce good earnings. If 


happens, a change in policy should revitalize the 
earning power of the company, a new factor would 
have entered and this would alter the prospects for 
the stock. Generally speaking, however, too large a 


book value per share in relation to 
of market unattractiveness. 
Investors are often tempted to 








n.a.—Not available. 
1_Year ended March 31, 





1952. 


*—Year ended Sept. 30, 1951. 
*—Year ended November 30, 1951. 
4—6 months ended May 31, 1952. 

*—Year ended June 30, 1951. 
6—9 months ended Mar. 31, 1952. 
7—Year ended Oct. 31, 1951. 
8—6 months ended Apr. 30, 1952. 


Per Common Share 
Net Wkg. 
Cap. After Net Per Share Indicated 
Prior Ist Half Recent Current Div. 
Oblig. 1951 1952 Price Div. Yield 
$32.60 $4.55! n.a. 23 $2.65 11.5% 
20.39 3.66- n.a. 18 2.25 12.4 
23.09 3.428 $ .354 2334 2.00 8.4 
26.59 4.02° 2.526 18% 1.50 8.2 
17.53 5.32 1.80 21% 2.00 9.3 
66.23 8.627 3.72°> 6012 5.00 8.2 
5.88 519 n.a. 8 70 8.7 
19.38 5.307 1.9419 18 1.60 8.8 
25.16 7.3911 2.6112 20 2.00 10.0 
33.82 4.76 2.59 3212 3.00 9.2 
26.45 9518 n.a. 14% 1.50 10.2 
23.57 4.92 3.90 23 2.00 8.7 
13.50 3.55 94 15% 1.40 8.9 
9.23 3.30 1.09 10 1.00 10.0 
19.50 5.60° 2.616 20 2.00 10.0 
16.12 3.02 1.4914 15% 1.30 8.5 
39.68 7.2311 44112 4912 4.00 8.1 
46.48 7.43 2.06 50 4.00 8.0 
45.12 5.83 2.12 26% 2.5017 9.4 
31.40 8.5315 1.5616 2934 2.50 8.4 
9—Year ended March 1, 1952. 
10_9 months ended July 30, 1952. 
11_Year ended August 31, 1951. 
12_9 months ended May 31, 1952. 
13_Year ended January 31, 1952. 
1424 weeks ended June 14, 1952. 
15_Year ended July 31, 1951. 
16_9 months ended April 30, 1952. 
17—Plus stock. 


*—Unsuitable for long-range investment. 























, as occasionally 


price is a signal 


because they sell at large discounts from book value 
or net working capital but they should consider that 
this occurs only in the case of the following combina- 
tion: poor earnings, both as to history and prospects ; 
unsatisfactory management with a history of unpro- 
gressiveness; retrogression in the company’s indus- 


try or in the position of the company within the in- 
(Please turn to page 716) 


purchase stocks 


dustry ; general unpopu- 









































Stocks Suitable for Long Range Investment 

Retained 

Earnings 

Net Property Per Share 

Account 10 Year Indicated 
1941 1952* Net Per Share Period High Price Recent Curent Div. 
——— (Millions) 1941 1951 1941-51 1941 1951-2 Price Div. Yield 
Allied Chemical & Dye $ 84.3 $188.8 $2.41 $4.58 $11.25 42 7838 76 $3.00 3.9% 
Aluminum Co. of America 256.5 376.5 7.47 7.53 41.75 51'2 92% 8412 3.00 3.5 
American Cyanamid 33.0 132.7 1.281 4.04 17.37 21 - 6534 5212 2.00 3.8 
American Viscose 68.1 113.7 1.96 5.37 23.40 1412 78 6512 2.50 3.8 
Food Machinery & Chemical 2.6 58.8 62 4.01 10.00 13 561% 44 2.00 4.5 
Goodrich (B. F.) Co. 50.4 94.9 2.51 8.15 38.69 7% 727% 68% 2.50 3.6 
Gulf Oil 369.5 780.6 1.49 6.17 23.72 1912 5858 52% 2.25 4.3 
Johns-Manville 26.5 75.0 1.78 7.75 19.20 23% 7834 76 4.25 5.5 
Mathieson Chemical 17.8 137.7 — 3.56 6.45 1534 4938 4334 2.00 45 
Minnesota Mining & Mfg. 6.7 53.2 56 1.92 8.38 634 54 41 1.00 2.4 
Monsanto Chemical 34.6 164.0 1.20 4.70 11.50 31% 10912 9034 2.50 27 
National Lead 55.3 84.5 .33 2.05 3.82 612 33% 31 1.50 4.8 
Phillips Petroleum 179.0 562.2 121 5.11 16.30 23 627% 5912 2.40 4.0 
Scott Paper 11.4 38.1 .64 3.50 5.50 1934 59 51'2 2.40 4.6 
Sylvania Electric Products .. 2.7 35.2 47 4.19 8.55 912 3918 36 2.00 5.5 
Standard Oil of New Jersey 1,059.6 2,272.9 2.32 8.72 26.10 23 85 78% 4.50 5.7 
Union Carbide & Carbon + 203.1 478.0 1.45 3.61 10.95 2612 68 6512 2.50 3.8 
Westinghouse Electric ...................... 83.2 187.4 1.46 4.03 15.00 26 4212 40% 2.00 49 
*—Or latest balance sheet. 1_On Combined Class “A” & “B” stock. 2—On Class ““B’ common stock. 
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Mesiagion E CAMPAIGN IN TESTING STAGE 


By E. K. T. 


CAMPAIGN issues are in the testing stage with both 
parties examining audience and press reaction before 
concentrating on any one or more of the available 
targets. The Eisenhower camp appears pleased with 
the “clean up the mess in Washington” and may 





WASHINGTON SEES: 

United States fiscal officers are simmering down 
after an initial boil over the plain talk lecture 
delivered by Ivar Roth of Sweden, new director of 
the International Monetary Fund. In the light of 
dispassionate review, it must be agreed that this 
country, as the Fund’s principal backer, has taken 
a smug attitude and Roth has made it clear that 
the handout isn’t necessarily the correct route to 
world economic stabilization. 


Roth spoke as a hard-headed banker, which is 
what he is regarded to be in Sweden and among 
his associates on the Fund. He took the position 
any banker would take when reviewing an applica- 
tion for a loan, placing a nation in the position of 
the applying individual: unless the opportunity for 
earning exists, or can be created, the likelihood 
of financial recovery and repayment by the ap- 
plicant is dim. 


Following that line of thought, Roth bluntly 
stated that the United States has built too many 
barriers to fence out trade of other countries in 
the dollar market. He made it plain, as has Down- 
ing Street, that the tin cup is unwanted if there is 
a better way out and that the better way is trade 
encouragement. Statutory tariff regulations do not 
seem to be at the root of the worries overseas. 
What appears to be feared is the “escape clause” 
under the reciprocal trade agreements which makes 
it possible for the rates to blow up whenever the 
likelihood of a good export market looms before 
a producer. 
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string along with it. Stevenson headquarters appears 
to like the “me too-ism” label their candidate has 
pinned on his opponent. That there is a “Washington 
mess” was confirmed by the democratic nominee; 
that some republicans think Ike falls into the “me 
too” class is part of the record of the convention that 
nominated him, especially among the Taftites. 


CANDIDATES are in the midst of whirlwind-like trips 
about the country and are attracting large crowds of 
citizens who may be present to register support or 
merely attracted by curiosity to see new faces on the 
national political scene. Party headquarters in Wash- 
ington can’t figure which it is; the more seasoned 
politician does not consider such turnouts to be any 
measure of what’s ahead. The classic example was 
the Hoover-Smith campaign of 1928. Smith was col- 
orful and had a brand of free-swinging campaign 
oratory. Hoover was scholarly, didactic. Smith got 
the crowds, Hoover got the votes. 


SUBSTANTIALLY a repetition of facts already on the 
record, the report submitted to President Truman by 
William H. Draper, roving ambassador to Europe, 
had an interesting section which was not play up in 
daily publications. Draper reiterated that increased 
world trade is necessary if European countries are 
to close their “dollar gap.” He also urged that the 
United States begin aggressively encouraging pri- 
vate investments abroad. That encouragement could, 
it seems, come in only one way: guarantee up to a 
reasonable point by the U. S. Treasury and a more 
liberal policy on conversion of foreign currency to 
dollars. 


SURPRISING reaction to the report of the Bureau of 
Labor Statistics that average families in the United 
States lived beyond their means in 1950 came from 
the economics department of the American Federa- 
tion of Labor. it isn’t so, said the AFL statisticians. 
The surprise element is in the fact that the response 
doesn’t accord with the line that cost-of-living pay 
increases are indicated all around. The year covered 
was “abnormal” in the sense that the Korean war 
spurred protective buying, all of the purchases being 
charged by BLS to that year although much was “on 
time,” the union specialists remind. 
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Republican national headguarters is raising 
Cain over the demonstrable fact that the army of government- 
paid "information specialists" in Federal agencies is 
concentrating on serving the Democratic party. Part of this 
is unavoidable $3 none of it will be stopped. It's hardly 
conceivable that a bureau would commission one of its 
servants to put its worst foot forward, and each compli- 
mentary handout is a boost for the platform which Stevenson 
is running on -- the record of the past 20 years. But the 
GOP thinks, rightly, that a high price is being paid fora 



































of the cost of Federal press agentry. 








Interesting to watch in the event of Eisenhower's 
election will be what happens to the official praise-makers. 
Over a period of two decades, there has been a change from 
small operation, information service to huge scale trumpet 
blowing. When FDR came to the White House, the army had a 
lieutenant colonel and a female assistant as its press 
staff. Defense programs and war zoomed the personnel rolls and today there are hundreds 
of specialists, including a commanding general, as is proper in any type of army -- for 
that's what it is. Twenty years ago, Commerce Department had two men in this type of service. 
Now, with NPA added, 200 would not be an unfair estimate. 









































Defensively, it might be pointed out that a score of years ago, the new coverage 
of Washington, and proportionately the number of calls upon government agencies for infor- 























were for the most part serving the networks on spare time. Televisers, of course, were not 
in the picture. It may be that the writers created the Frankenstein they now complain of, 
and what their reaction to a new President's attempt to strike it down will be interesting 
to watch. Amusing, perhaps. 




















It's still too early, says the Federal National Mortgage Association to 
calculate whether business has been brisk or otherwise on the resumption of permission 
(Sept. 1) to purchase eligible FHA-insured and Veterans Administration guaranteed 
mortgages. The permissive voted by Congress extends only to non-defense and non-disaster 
housing. These purchases were discontinued April 2, except as to deals pending on that 
date. FNMA has almost one-half billion dollars in its till to be tapped for this type of 
business. 




















Decontrol of housing rentals should have a beneficial effect upon mortgage 
values. That observation may sound superfluously trite at first, but there is some opinion 
in believed-to-be informed circles here that dwelling construction may run too wild with 
the release of building materials by NPA. In any event the situation is being closely 
watched. Up to now the greatest increase noted is in Asbury Park, N. J., where some 
living units were boosted as much as 67 per cent. Increased cost of maintenance was the 
Stated reason and it's pointed out that there was no allowable adjustment to cover that 
circumstance for a decade. 























Governor Stevenson's promise to rewrite labor-management codes, beginning 
with abolition of the Taft-Hartley Act is the hottest thins that has hit international 
labor union headquarters here in years. Seemingly overlooked is the fact that President 
Truman has been trying to do the same thing since he took office and has been stopped by 
the same barrier that will confront Stevenson, if he's elected, namely, that legislating 
is the function of Congress. And Congress has said nothing doing to the President on 
this issue several times. As a matter of simple fact, the unions have given up the idea 
of junking the law, have grounded their aspirations on amendment. But it made interesting 


listening. 
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The Senate's small business committee is going to tne rescue of fabricators of 








steel, copper, and aluminum who were caught in the switches by recent raises in the price 
ceilings granted by OPS to primary producers of those metals. The committee has asked OPS 
to permit a full "pass through" of the cost increase -- pass it on to the customer. The 
fabricators who will be affected by the order (certain to be issued) are thousands of 


























cannot afford to absorb it, committee studies show. 

















Tirades against tax load increase are directed against the Federal government, 
almost exclusively. The critics might do well to look closer to home. While the national 
government's cost of operation is really assuming back-breaking proportions, it is also 
a fact that state governments are taking large bites where they once took nibbles. State 
payrolls have advanced one per cent each month over the past 12 months. They now aggregate 
a quarter-billion dollars, 27 millions more than last year. More than 1 million persons 
work for the state setups, and that's 16 per cent of the total number of civilians employed 
by all governmental units, federal, state, and municipal. 


























There may be additional boosts in postage rates when the next Congress gets 
around to the business of appropriating. Already running at a deficit, the Post Office 
Department is convinced that the legislators will accede to letter carriers’ demands and 
grant them a cost-of-living increase of $600 annually. The mailmen are asking for $1,000, 
but that is regarded as a starting point for bargaining, a figure from which they will 
"give ground" and eventually settle for the $600 they expect and, possibly, justify on 
the basis of higher cost of living since they last dipped into the till. 



































The Wage Stabilization Board is turning a suspicious eye toward "nonprofit" 
companies. These are the groups which already enjoy the competitive advantage of paying 




















to raid the labor market with offers their taxpaying competitors aren't permitted to hold 
out to needed employees. WSB already has said no to the suggestion of an overall exemption, 
announced each case will be considered on its own merits. Factors that will be weighed: 
size of the petitioning organization; impact upon the labor market ; whether wage adjust- 
ments asked for would have an adverse effect upon the general economy. 











Political analysts who have been giving attention to the possible effects of 
Col. Robert McCormick's walkout from the Republican party see little impact likely to 
result from the Chicago publisher's defection. The Colonel thinks a third party is 
needed because he doesn't view with any enthusiasm the Presidential qualities of either 
party nominee. His newspaper is the largest in Illinois and its influence was thrown 
against Adlai Stevenson when he ran for governor of that state. Stevenson won by record- 
breaking majority. 



































Third party movements have not been singularly successful. Most voters probably 
haven't paid much attention to the situation, but it's fact that hardly any national 
election in the history of the country has been run without at least a third party 
candidate, many times a fourth and a fifth. But with the exception of the La Follette race 
and the Dixiecrat revolt of four years ago, none but the two major parties generated 
enough enthusiasm to garner an electoral vote. Hamilton Fish as a third party condidate 
for the U. S. Senate in New York might make inroads on the GOP strength there. That his 
run would affect the ultimate result is more than democratic headguarters here views 
hopefully. 


























Many eyebrows were lifted when Gov. Stevenson said, quite plainly, that, if 
elected, he would not shrink from negotiating with the Soviets. Equally surprising was 
his inference that, sooner or later -- presumably after the Korean war is ended -- we 
will also have to negotiate with the Chinese communists. This is certainly striking an 
unpopular note, but the governor, like Daniel, does not seem to fear entering the lion's 
den. He did it before the American Legion which he delicately lambasted in their meeting 
in New York, and again in Detroit when he said some pointed things to the labor czars 
there assembled on Labor Day. 
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Foreign Trade Problems 


Faced by American Companies 


By HAROLD DUBOIS 


: the efforts made by the U. S. to 
eliminate hazards confronting American industry in 
foreign trade and investment, the pitfalls of doing 
business abroad today still remain numerous. 

In the search for expanding profits, hundreds of 
manufacturers have turned from exclusive selling 
in domestic markets to foreign trade. In the natural 
desire to avoid paying the high U. S. tax on income 
from abroad, the majority of these companies have 
found it to their advantage to establish branches or 
subsidiaries in other nations. 

To eliminate the possibility of being taxed on 
earnings both by the U. S. and by the country where 
there is an investment, this government has ratified 
tax conventions with 13 nations. They range from 
the comprehensive treaty voiding double taxation 
on earned income, such as is in effect with Canada 
and Switzerland, to the more limited ones like that 
with Greece, which refers only to estates of deceased 
persons. As pointed out in a recent issue of this 
magazine, several treaties allow for income tax de- 
ductions on dividends received by Americans from 
foreign corporations. 

However, the fact that U. S. industry has invested 
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in nearly 100 countries in 
all parts of the world high- 
lights the need for further 
agreements. The Senate 
Finance Committee is well 
aware of this handicap to 
the exodus of private dol- 
lars abroad and has been 
holding frequent hearings 
on the issue. Fourteen other 
pacts have been proposed 
and one has been signed but 
not ratified. 

In addition to the regular 
double taxation protocols, 
the U. S. has shaped its 
internal revenue code 
through a series of post- 
war amendments to allow 
companies to organize to 
benefit from certain tax 
concessions. The most pop- 
ular is the Western Hemis- 
phere Trade Corporation 
Act. Under the law a U. S. 
corporation doing all its business in the Western 
Hemisphere, deriving at least 95% of its gross 
income from sources outside the U. 8S. and obtaining 
at least 90° of gross income from the active con- 
duct of a trade or business, may take a 27% credit 
against both normal and surtax and has complete 
exemption from the excess profits tax. In practice 
this arrangement benefits the U. S. company by an 
overall tax advantage of 14% over the non-Western 
Hemisphere Trade corporation. 


Limitations on Remittances 


Companies organized in this country to do busi- 
ness explicitly in the Western Hemisphere (other 
than U. S.) may also take credit for foreign taxes 
paid and have their dividends exempted from excess 
profits tax to their parent companies. In addition, 
only 15% of these dividends is subject to the normal 
tax and surtax. Another way to save tax when doing 
business abroad is to organize so that income is 
derived only in certain U. S. possessions such as 
Puerto Rico, Canal Zone, Guam and several other 
Pacific islands. 
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transfer, the American company 





























frequently finds that what may 
U. S. Private Investments Abroad of U. S. Investment be a reasonable return in terms 
of local foreign currency be- 
AMOUNT 
AMOUNT a. comes a small profit when meas- 
(in billions of dollars) COUNTRY OR SECTION {in millions of dollars) ured against the original dollar 
TYPE 1949 19501951 on oe $4,000 investment. 

ANIM a csnccsevesns cps asst $17.5 $19.3 $206 -~tpse tl Neagmmanammams — In a 1951 survey taken of 

Di 124 135 145 NUDE occas ccnvnntsss 800 A . ti havi 
ensaerse ice fe fee iaits Z 17 2. Western Europe .......... 700 merican corporations F aving 
rin no agg lia 4 INS ecisescasienscts 400 1,097 branches and subsidiaries 
we _ hom - RI cscs snsoreoceers 300 in 98 foreign countries it was 
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The second most important barrier to American 
investment abroad in the past has been the limita- 
tions which many foreign countries place on divi- 
dends remitted to the U. S. For example, Argentina 
restricts remittances on profits to 5% per annum of 
the total amount invested; Brazil, 8%; Turkey, 
10%; Bolivia, 15%; and Chile and Japan, 20%. 
Because of the dollar shortage most of the nations 
require license approval from the Central Bank or 
corresponding government exchange authorities on 
all noney transfers out of their respective countries. 
In these cases, the amount permitted to be trans- 
ferred is extremely limited depending on the avail- 
ability of dollar exchange. 

With a few exceptions, the only nations allowing 
the free remittance of profits are the dollar-area 
countries such as Canada, Uruguay, Venezuela, 
Mexico and most of the Central American republics. 
Brazil had been known for her rather liberal system 
of remittances until earlier this year when President 
Vargas reversed the lax attitude toward the pyra- 
miding of accumulated capital for use as a base in 
calculating the amount for transfer. On the other 
hand, some countries such as Colombia and Turkey, 
realizing the necessity of attracting foreign capital 
to create new industries and employment, have 
recently eliminated restrictions on the remittance 
of profits and capital to the U. S. 


Export-Import Restrictions 


Once the government has authorized the transfer 
of a foreign company’s earnings, there may be still 
other bottlenecks. Numerous countries apply a stiff 
remittance tax on the dollars permitted to be sent 
abroad. In the Philippine Islands, the 17% rate has 
been the target of much controversy in the U. S. 
Moreover, when the dollar exchange is secured for 


; demand import licenses on in- 
coming goods from the U. S. and in many instances 
the controls are so severe that the items are limited 
to essential products. Aside from the problem of 
insufficient dollars, which rightfully necessitate cer- 
tain measures to help toward balancing international 
capital transactions, some nations have adopted 
import and exchange controls as protective laws for 
domestic production. Levies on imported merchan- 
dise are common, running as high as 75% in Costa 
Rica, 60% in Pakistan and 50% in a dozen other 
nations. 

As a result of local shortages of goods, many 
countries not only impose heavy excise duties on 
exported items but go so far as to prevent altogether 
their sale in foreign markets. Emphasizing the close 
link between international trade and foreign invest- 
ment, many U. S. corporations have refrained from 
starting subsidiaries abroad because of the difficulty 
in bringing in raw materials for production and 
subsequently the limited market permitted after 
processing. 

To assist in the diversification of their native 
industry and agriculture, many foreign powers have 
attempted to draw private U. S. dollars by easing 
trade restraints. Belgium, Holland, Italy, Chile, 
Peru, Colombia and Venezuela are among those that 
have either liberalized quotas on imports or elimi- 
nated the multiple-currency system by establishing 
free markets in recent years. It is anticipated that 
some of the Far Eastern countries such as Japan, 
Indonesia and the Philippines will also relax their 
restrictions in the future. 

Although nationalization and expropriation of 
U. S. plants overseas always has been a threat to the 
American manufacturer, they have become a menace 
since the end of World War II. Millions of dollars 
already have been lost behind the iron curtain 
countries and the growing nationalization in the 

Middle East forewarns of future 











Proposed Tax Treaties with U. S. 


difficulties for foreign enter- 
prises. Aware of the strong so- 
cialistic trend and the increasing 





Double Taxation Treaties of U. S. 
IN EFFECT Australia 

‘. . Japan 
Union of South Africa Greece Philiggine islands 
New Zealand Ireland lornas 
Canada Netherlands Mexico 
Denmark Norway Argentina 
Finland Sweden Brazil 
France Switzerland 

United Kingdom 





SIGNED BUT NOT RATIFIED 
Belgium 


Colombia State intervention in economic 
Venezuela affairs, the American investor is 
Cuba more concerned than ever. Since 


5 the Iranian grab of foreign oil 
Portugal properties, Washington has 


Spain faced strong pressures for gov- 

ernment protection against the 

risks of investing abroad. 
(Please turn to page 710) 
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1952 Midyear Re-appraisals 


of Values; Earnings and Dividend Forecasts 


a 


* 


Prospects and Ratings for Oils, Machinery, Transportation and Movies 


Part VI 


* he investor has rarely had a more complex 
set of conditions to consider in formulating his in- 
vestment program and in checking his securities 
to determine whether changes should be made in 
his portfolio. The difficulties in his way are neces- 
sarily multiplied by the rapidity with which trends 
in earnings are affected by such factors as high 
income taxes, fluctuations in consumer buying, 
changes in government controls of prices and alloca- 
tions of materials, variations in the price level and 
the latter’s effect on the value of inventories. 

For the past year, earnings reports have re- 
flected a decline in the profit margin and, conse- 
quently, earnings. Under the circumstances, inves- 
tors are trying to discover whether this trend will 
continue or whether earnings can be stabilized 
around current levels. Obviously, such influences 
bear heavily on dividend prospects and security 
values. It is, therefor, of the greatest importance 
for the investor to obtain as much information as he 
can. 


numerals indicate current earnings trends thus: 
1—Upward; 2—Steady ; 83—Downward. For example, 
Al denotes a stock of high grade investment quality 
with earnings increasing. 

Stocks marked with a “W” are recommended for 
income return. Issues with above-average possibili- 
ties for appreciation are marked “X.” Purchases for 
appreciation should be timed with the investment 
advice given in the A. T. Miller market analysis in 
every issue of this publication. 

To make the fullest use of this feature, we suggest 
that the reader pay careful attention to the descrip- 
tion of each industry as given in the text. This gives 
the up-to-the-minute situation especially with regard 
to the major factors affecting these industries. By 
using this material as a background, the reader is 
enabled to tell whether the industry in which he holds 
securities is in an up-trend or the reverse. 

The tables, of course, are of great importance as 
they present the essential facts concerning the com- 
panies listed, such as a comparison of profit margins, 

dividends, yields and the price 
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To assist our readers in ar- 
riving at sound investment con- 
clusions under prospective 
conditions, The Magazine of Wall 
Street presents its Mid-year 
Dividend Forecast and Re-Ap- 
praisal of Security Values. This 
includes a description of the con- 
ditions under which the leading 
industries are operating, with 
an eye to their immediate trends 
and their bearing on corporation 
profits. In addition, we present 
tables for each group of stocks, 
covering in most cases such im- 
portant data as earnings, oper- 
ating margin, sales, dividends 
and yields. The stock of each 
company listed is rated accord- 
ing to investment quality, based 
on the financial position and 
earnings and dividend prospects. 

The key to our ratings is as 
follows: A+, Top Quality; A, 
High Grade; B, Good; C-+, Fair; 
C, Marginal. The accompanying 
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In this issue, we are com- 
pleting our mid-year Divi- 
dend Forecast. Excluding the 
groups covered in the cur- 
rent number, the following 
industries were presented: 
railroads, soft drinks, food 
and dairy, tobacco, sugar, 
building, textiles, rail equip- 
ment, non-ferrous metals, 
farm, electrical and office 
equipment, merchandising, 
chemicals, steel, auto and 
auto equipment, tires. The 
tables accompanying these 
reviews are valuable for 
reference and should be re- 
tained by our subscribers. 
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range. These tables enable the 
reader to tell at a glance which 
companies are making progress 
and which are failing to make 
headway. This will enable him to 
place his own company in its 
actual position as compared with 
other companies in the same field. 

Earnings figures given are 
based on the statements covering 
the first six months of the cur- 
rent corporate year in practically 
all cases. Where the fiscal period 
ends in a different month than 
June, a notation of this has been 
made. 

Subscribers will appreciate 
that we have made every effort 
to make this feature as useful 
and comprehensive as possible. 
We suggest that the tables and 
accompanying text be kept for 
future reference. In that way, we 
believe, the greatest value will 
be obtained by investors, 
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Pp By GEORGE W. MATHIS 
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obably no other industrial group except 
aircraft manufacturers is so dependent on the na- 
tional, defense effort as machine tool makers and 
producers of heavy machinery. Any survey of pros- 
pects for this segment of the economy, therefore, 
must take into account plans of military strategists. 
How rapid will be the buildup in armament produc- 
tion in coming months and especially in 1953? The 
answer to that question is more difficult to discover 
because the outcome of the Presidential election may 
have considerable bearing on foreign policies. 

Regardless of the tempo of military preparations, 
it is apparent that barring all-out hostilities the 
nation’s industrial expansion is over the peak. Plant 
construction expenditures may be expected to de- 
cline after 1952 and requirements for machinery pre- 
sumably will follow a similar trend. Order backlogs 
are destined to return to more nearly normal levels. 
For the near term, however, manufacturers in this 
group are certain to experience the benefit of an ex- 
ceptionally large volume of deliveries. Accordingly 
in spite of higher labor costs and heavier tax bur- 
dens, representative machine tool companies are 
likely to show the best earnings this year than in 
almost a decade—and new high records are in store 
for some companies. 

In the light of prevailing conditions, therefore, the 
investor considering stocks in the machinery indus- 
try should decide whether he is looking to the short 
term or whether he would prefer securities for reten- 
tion into the indefinite future. Over the next few 
months the return on representative stocks under re- 
view here may prove quite satisfactory, for the new 
influences promise to be favorable. Interim earnings 
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statements are reflecting record shipments and mar- 
gins have not yet been adversely affected by wage 
increases already granted or seemingly imminent. 

Recent midyear earnings figures, for example. 
have been bolstered by the sharp upturn in volume 
experienced in the last six to twelve months. Many 
companies were just getting into full production late 
in 1951 or early this year on contracts stemming 
from the Administration’s decision to send arms to 
Western Europe. As in the case of the steel indus- 
try, full capacity operations can make a vast con- 
tribution to earnings of heavy machinery manufac- 
turers. The recent statement of Giddings & Lewis 
for the first six months may not be typical of the 
machine tool industry, but it shows what a boom is 
taking place. Net profit for the half year rose to 
$2.28 a share from 72 cents in the corresponding 
period of 1951. Similarly, net profit of Cincinnati 
Milling jumped in the first six months this year to 
$3.75 from $1.44 a share and Bullard’s earnings rose 
to $4.09 a share from $2.23 in the first half of 1951. 
Ex-Cell-O experienced impressive improvement. Sev- 
eral concerns in this industry report only once a 
year, but unofficial comments indicate progress has 
been general. 


Stretch-out Helpful 


Although new orders for machine tools and allied 
automatic equipment have been falling for more than 
a year, the decline promises to be more gradual 
than ten years ago at the outset of World War II, 
when conditions dictated a speedy enlargement of 
production. In today’s defense program, manufae- 
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Statistical Data on Leading Machinery and Machine Tool Stocks 








—-—_—First Half 1952 
Net 
Sales Net 
(Millions) Margin 


Net Per 


Share 





Net 
Sales 
(Millions) 


1951 

Indicated Invest- 
Current Div. ment 
Yield Rating 


Net Net Per Recent 


Margin Share Price Div. COMMENTS 





Am. Mach. & Fdry... $ 44.5 3.9% 





Babcock & Wilcox 101.0 3.3 


$ .86 


$ 52.8 








Blaw-Knox , 76.8 2.4 
WwW 


1.33 


119.4 


Rapid improvement in income foreseen 
now that pin setting machine for bowling 
alleys has been perfected and introduced. 
Dividend rate conservative. 


6.3% $2.28 22% $ 8019 35% C2 





4.38 5.67 35% 2.00 5.6 B2 Expansion of public utilities likely to pro- 
vide substantial orders. Earnings estimated 
at $5 to $6 a share for year, and extra 


may supplement $2 dividend. 








3.0 2.55 17% 125 73 C1 High rate of industrial construction is 
favorable. Narrower margins indicated. 
Earnings likely to surpass 1951 total of 
$2.55 a share. Higher dividend seen. 





Bliss, E. W. we 25.3 4.4 


Vast atomic energy project in Ohio ex- 
pected to contribute large volume of 
orders. Earnings well chead of 1951. Extra 
dividend warranted. 


3.3 2.01 18% 1.00 5.3 cl 





Bucyrus-Erie ............ 42.3 6.3 


1.62 


C2. Promising outlook for highway construc- 
tion reassuring for excavating machinery 
makers. Profit margins narrower, but earn- 
ings may warrant repetition of 1951 divi- 
dends. 


7.6 3.67 25 2.20 8.8 





Buffalo Forge 14.6% 6.1 


2.75¢ 


25.8! 


C2. = Slackening of industrial expansion may re- 
tard sales rise, but air conditioning is 
favorable offset. Earnings expected to 
warrant duplicating 1951 dividend. 


7.8 6.241 47\2 4.00 8.4 





Bullard WF 6&1 


4.09 


32.7 


47 5.55 36% 250 69 C1 Although backlog of orders may decline 
from record peak, production likely to hold 
up for year or more and earnings may 


warrant a more liberal dividend rate. 








Caterpillar Tractor 260.5 4.5 


w 


2.99 


393.7 





Chi. Pneumatic Tool 30.2 na. 
Ww 





Cincinnati Mill. Mach. 54.2. na. 


3.773 


B} Growing emphasis on Diesel motive power 
and labor saving haulage equipment 
likely to encourage growth. Margins due 
fo shrink but earnings expected to sur- 
pass 1951 total. 


4.0 3.90 57 3.00 5.2 





Increasing reliance on compressed air in 
speeding construction projects tends to 
bolster company’s position. Earnings may 
equal 1951 record and boost dividends. 


10.3 12.28 51% 3.50 6.7 B2 





Progress in automatic production machin- 
ery should lessen impact of cutback in 
armament. Finances strong. Earnings likely 
to favor year-end extra. 


6.3 4.75 33 2.25 6.8 BI 





Evans Products 106 1.4 


58 


C3. C#RReduced demand for freight car loaders 
and wood products contributed to lower 
earnings. Net profit estimated below 1951. 
Dividend policy unsettled. 


3.3 2.88 11% 2510 2.1 








Ex-Cell-O 
Ww 





Fairbanks Morse 


3.35 


1.92 


60.2! 


116.0 


Large volume in machine tools used in 
aircraft and in components for engines. 
Income from royalties rising. Another stock 
extra possible. 

B2 Beneficiary of strong growth in Diesel 
power. Outlook promising for industrial 
engines. Earnings may dip slightly in 
1952, but $1.20 dividend seems secure. 


7.4 6.351 51 2.0019 3.9 B2 


4.2 4.09 22% 1.20 49 








Foster Wheeler 49.8 1.1 


1.01 


72.0 


5011 2.5 C3 Outlook promising for recovery in earn- 
ings with resumption of steel production, 
which handicapped volume, but dividend 
policy remains unsettled. 


19 2.44 1934 





Gardner-Denver Co. 17.2 7.9 


2.03 


30.9 


C2. Another beneficiary of trend toward wider 
use of industrial machinery to cut labor 
costs. Earnings likely to top 1951 and cover 
$1.90 dividend easily. 





Greenfield Tap & Die 94 48 


1.80 


19.7 





69 5.32 21% 225 10.46 C3 Demand for cutting tools in metal trades 
probably past peak, with slackening in 
automotive industry. Lower earnings may 
mean reduced dividend. 








Ingersoll Rand . 85.0 11.6 


4.88 


150.4 





Good diversification shou!d sustain earn- 
ings near 1951 record high and warrant 
extras in addition to $5 rate. Company's 
financial position strong. 





13.1 9.80 8712 6.00 6.8 B2 





58.0% 5.9 


3.884 


70.05 


Progress in adoption of automatic mining 
machinery expected to counteract rising 
wage rates. Adequate coverage for $3 
dividend likely. 





7.2 5.74° 33% 275 &2 B2 





n.a.—Not available. 
1—Year ended November 30, 1951. 
26 months ended May 31, 1952. 
3—24 weeks ended June 14, 1952. 
4_9 months ended June 30, 1952. 
5—Year ended September 30, 1951. 
6—Year ended June 30, 1951 


7—24 weeks ended June 14, 1952. 

8—Year ended July 31, 1951. 

9—9 months ended April 30, 1952. 

10_Plus stock. 
11_Directors 7/28/52 took no further action on dividend. 
12_Year ended June 30, 1952. 
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turers may move more cautiously and place a greater 
reliance on newly developed tools. The “‘stretch-out” 
in the aircraft procurement arrangements also per- 
mits a “stretch-out” in installation of machinery 
with which to manufacture jet engines, flying mis- 
siles, tanks, etc. Hence, the industry stands to benefit 
from a slower tempo, and representative machine 
tool makers will be able to maintain a high rate of 
production over a longer period of time instead of 
“farming out” orders to motor car manufacturers 
and others in order to keep pace with the armament 
requirements. 


Appraisal of Individual Companies 


While this prospect is reassuring in a way, it does 
not alter the probability that a pronounced down- 
turn in shipments is in store for late 1953 and 1954. 
Manufacturing facilities for the defense program 
should be completed long before next summer, so 





that requirements for machine tools would begin to 
drop back to normal replacement volume. By that 
time it will be necessary for government authorities 
to determine whether the machine tool industry 
should be permitted to lapse into the doldrums. 
Agitation has been heard in behalf of a proposal for 
stockpiling essential machine tools that might be 
utilized in an emergency. Military people argue that 
such equipment is as important for national defense 
as copper, rubber and other critical raw materials 
that have been stockpiled. 

Threat of a slackening in new orders and in ship- 
ments of machinery has been taken into account by 
investors, however, and this is one of the favorable 
aspects of the outlook. The experience of the last 
decade is too fresh in the minds of security buyers 
to be ignored. Thus investment managers have 
shown a cautious attitude in appraising machine 
tool stocks, giving greater attention to dividend 
policies than to book (Please turn to page 714) 








Statistical Data on Leading Machinery and Machine Tool Stocks (Continued ) 








First Half 1952 1951 





Net Net 


Sales Net Net Per Sales Net Net Per Recent Current Div. ment 
(Millions) Margin Share Price Div. Yield Rating 


(Millions) Margin Share 


‘Indicated Invest- 


COMMENTS 





| peereer . 68.8 6.2 2.59 118.4 69 4.93 


452 240 53 Bl] Need for conveyor machinery to reduce 
labor costs points to promising growth. 
Earnings gain suggests 1952 net profit may 
warrant extra plus $2.40 dividend. 





Mesta Machine ...... . 10.5 pee Nee ets 455 8.3 3.81 


Vast expansion in steel industry points to 

« 350 77 82 good year in 1952, but possible drop next 
year. Ample protection indicated for $3.50 
annual dividend. Finances strong. 





Monarch Mach. Tool W005. 1.36 16.4 4.5 1.77 


18 1.20 66 C1. large backlog, chiefly military, expected 
to bolster 1952 earnings, but decline seen 
in 1953. Regular $1.20 rate seems well 
protected. 





National Acme .. 203 6.3 2.59 30.2 7.8 4.76 


325% 3.00 9.2 C1. Another leading machine tool maker likely 
to fare well this year, but expect slacken- 
ing in 1953. Wide coverage seen for regu- 
lar $2 dividend. Extras likely. 





Niles-Bement-Pond .. na. na. n.a. 46.2 6.0 3.21 


15% 1.15 7.5 C1 Emphasis on aircraft tools may help sus- 
fain volume if military procurement pro- 
gram remains aggressive. Earnings rise ex- 
pected and suggest more liberal dividend. 





Siarvet, 4. &. ............;. 


12.612 7.1 6.1312 11.36 9.4 7.266 


39% 3.00 746 Cl. High industrial activity likely to sustain 
volume in precision too!s and afford wide 
coverage for $3 rate. Slight drop indicated 
for 1952. 





United Eng. & Fdry.. 42.5 4.5 77 67.3 5.7 1.54 


17% 1.2510 7.2 B2 Boom in steel industry expected to con- 
tribute to good earnings, but tapering off 
slated for 1953. Earnings and dividends 
expected to approximate 1951 total. 





U.S. Hoffman Mach. 176 619 1.11 205 2.6 1.62 


2058 x ay C2 Keen competition and excessive capacity 
in apparel cleaning industry handicap 
civilian lines, but defense orders point 
fo earnings recovery. 





Van Norman ............ na. one. 1.497 23.9 4.46 3.02 


154% 1.30 8.3 C2. Prospect of long range expansion in air- 
craft favorable, but slackening in backlog 
seen. Earnings and dividends near 1951 
record. 





Waukesha Motor 


35.99 46 2.769 32.48 6.5 3.528 


C3 High rate of production in oil industry 
favorable for earnings in year just ended. 
Moderate 1953 decline indicated, but 
ample coverage for indicated $1.25 rate 
likely. 


172 1.25 7.1 





Worthington Corp. 71.8 43 2.88 119.7 5.0 572 





30% 250 82 B2 Good diversification favorable for mainte- 
: j nance of favorable earnings which are 

expected to equal 1951 total and modest 

extra likely to supplement $2 annual rate. 





n.a.—Not available. 
1_Year ended November 30, 1951. 
2—6 months ended May 31, 1952. 
3—24 weeks ended June 14, 1952. 





4_9 months ended June 30, 1952. 
5_Year ended September 30, 1951. 
6_—Year ended June 30, 1951 





7—24 weeks ended June 14, 1952. 

8—Year ended July 31, 1951. 

9_9 months ended April 30, 1952. 
10_Plus stock. 
11_Directors 7/28/52 took no further action on dividend. 
12_Year ended June 30, 1952. 
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‘ New drilling tech- 
+ niques have made it 
t possible to penetrate 
as much as 20,000 feet 
below the earth’s sur- 
face. Many wells have 
been drilled 10,000 
feet and over. The 
deeper the production 
the higher the per- 
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By GEORGE L. MERTON 


Y, the six years ending 1951, the American 
oil industry spent $15.6 billion in expanding and 
developing oil production, constructing transporting 
and other facilities, and increasing refinery capac- 
ities. Scheduled outlays for continuation of work 
along these lines in 1952 involve expenditures of 
an additional $4 billion, bringing the total to near 
$20 billion spent by the industry during the 7 years 
since 1946. 

Never, in the annals of time has any industry 
spent so much in so short a period for expansion pur- 
poses. Why? That’s a question requiring an answer 
in two parts. One part of the answer is the need 
for this nation to build a strong strategic position 
in oil reserves. Modern warfare is one of mechanized 
equipment—planes, tanks and self-propelled heavy 
artillery, supported by a navy dependent upon fuel 
oil to run its ships’ engines. Part two of the answer 
is the constantly expanding civilian consumption of 
petroleum products in the United States. Domestic 
demand has developed at a pace greatly outdistanc- 
ing both crude production and refinery output of 
but a few years ago, increasing by 73% since 1941, 
the greater portion of this growth—43% of it— 
taking place in the post-war years. 

Motor vehicles alone are presently consuming in 
the neighborhood of 44 billion gallons of gasoline 
every year. Home oil burner consumption accounts 
for more than 10 billion gallons of fuel oil annually, 
and fears are expressed that inventories of fuel oi! 
will not be sufficient to meet the demand during the 
coming winter if temperatures show a tendency to 
go below normal. After a second look at the 1952 
oil situation, as late as last August, the Bureau 
of Mines estimates that total demand for all oils 
this year should be 4.8% greater than in 1951. It 
estimates a rise in gasoline consumption of 6.4% 
over last year; consumption of light fuel oils will 
probably gain 10%; kerosene consumption rise 5%, 
and all other oil products making up 2.9%. 

Despite the strides made by domestic companies 
in increasing crude oil output, production still lags 
behind consumption. United States production now 


SEPTEMBER 20, 1952 


i . ee \ te Zs 

Se SO, 
averages about 6.7 million barrels of crude daily. 
Our consumption surpasses this by about 650,000 
barrels, forcing the industry to rely on imports of 
approximately that number of barrels daily to make 
up the deficiency. From these figures it becomes 
obvious that this country does not have an excess 
of crude production. 

Excluding Russia and its satellites whose com- 
bined production is about equal to consumption, the 
world’s crude production averages about 11.8 mil- 
lion barrels daily whereas consumption runs close 
to 11.9 million barrels. Incorporated in these figures 
is the production of the Middle East of 2.5 million 
barrels, including Iran’s output of about 665,000 
barrels daily at the time Premier Mossadegh evicted 
the Anglo-Iranian Oil Co. Since then Iran’s output 
has ceased to be a factor in world markets. The 
Anglo-Iranian refinery is closed down and Mossa- 
degh continues to bargain with the British. Mean- 
while, Iran has in storage about 2 million tons of 
petroleum and petroleum products that will eventu- 
ally be marketed in the free-world if the Iranians 
and the British, with our help, can come to a meeting 
of minds. 


Oil Reserves and Potentials 


The Iranian situation, however, is only one phase 
of the world oil situation. Of equal, and for that 
matter, greater importance is the ability of our own 
industry to continue the development of oil lands. 
At the present time our proven oil reserves amount 
to about 30 billion barrels, about 34.5% of the 
world’s proved deposits, and a 100 billion barrel 
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Amerada Petroleum. $ 35.3 16.7% $1.88 $71.2 22.8% $5.17 192 $3.00 1.5% B3 Earnings for this leading producer may fall 
short of 1951 results. Has favorable out- 
look and dividend is well protected. 

Atlantic Refining .. 290.0 7.5 2.37 560.9 8.3 4.88 32% 2.00 6.1 B1 Likely to improve upon 1951 net. Proposed 

w sale of additional common stock deferred. 
Conservative dividend strongly entrenched. 
Cities Service Co...... 450.0 6.0 698 8288 6.9 14.71 101% 5.00 49 B82 Will probably equal 1951 net. Developing 


in petrochemistry. Could increase dividend 
or pay extra. 


























































































































Continental Oil ... 190.8 8.9 1.76 379.7 10.8 4.25 6234 2.50 4.0 B2 Well integrated in the industry and ex- 

, panding in petrochemistry. 1952 net more 
than ample for dividend. 

Creole Petroleum na. n.d. na. 599.8 33.7 7.82 78 6.00 7.7 94% — by S.O. Be N. J. Operates 

P largely in orld- 
markets. 1952 net should Gorditel “or 
year’s figures. 

4 Gulf Oil 746.1 8.9 2.95 1,439.3 9.7 6.17 51% 2.00 3.9 B2 Important producer and refiner. May sur- 

Ww pass 1951 results this year. Dividend 
earned several times over. 
Houston Oil . 12.9 23.3 2.28 24.6 28.6 535 69% 2.00! 2.8 C3 “Higher reserve » charges likely to hold net 
‘a1 tevel. Nevertheless, can afford 
i. increase dividend 
Humble Oil & Ref. 488.7 15.3 2.09 951.0 17.8 4.72 73\%4 2.30 3.1 B2 72% owned by s. O. of N. 4. ‘Large oil and 
gas reserves. Development outlays may 
hold net to 1951 figure. Dividend well 
secured. 

Imperial Oil ... 258.8 7.4 64 503.0 7.1 1.20 36 65 1.8  B2 1952 net likely to better lost year's re- 
sults. Expansion expenditures may hold 
dividend to current rate. 

\ lion OF} ........... 44.9 12.3 1.80 86.4 13.6 4.36 39 2.00 5.1 C2 Chemical workers’ strike cut into net on 
a Ww increased number of common shores in first 
; half-year. Dividend, however, should be 
1 earned twice over. 
{ —_—---— $$ $$ a ee —— — - — —_ ee —— $$$ — 
{ Mid-Continent. Pet. 849 9.4 439 157.7. 10.8 9.18 65 S75 57 B2 Improved crude position, 1952 net should 
egual good 1951 resuits. Could afford a 
higher dividend. 
| Ohio Oil ..... 109.6 18.5 3.10 209.3 19.9 6.35 5234 3.00 Ff B2 Increasing refinery capacity should expand 
earnings. This year’s net may better 1951 
. figure. Dividend rate conservative. 
i a a ae i eee : = Bok Bob bo) in ee ee 
} > Phillips Petroleum 346.5 11.2 2.70 610.0 12.1 5.11 57% 240 42 BI Expanding all divisions of operations. 1952 
' x net likely to run ahead of last year. Divi- 
| dend could be increased. 
: ae eee i aia 
! s p ‘This Geneatumeslead: well integrated unit 
| Plymouth Oil ..... 48.7 10.1 2.04 98.2 10.4 4.24 31% 1.60 5.1 c2 should report 1952 net equal to last year’s. 
: Dividend covered by wide margin. 
[Rea re  6t J ; 32 i R ‘i 7 -— 2% , i Development work er ho!d 1952 “net 
Pure Oil 61.6 8.5 3.19 329.1 10.2 7.88 62% 2.50 42 B2 slightly onder 1951's $7.28 © share which 
! was thrice dividend needs. 
Richfield Oil 87.2 13.4 2.93 183.6 15.3 7.05 66 3.50 5.3 C2 Important high-octane gasoline producer. 
: 1951 net may drop slightly this year. Strong 
i base for current dividend rate. 
i ee ee ee ee eee eee Sn Foo at eee es eee Ee a 
Seaboard Oil 16.6 12.7 1.73 34.0 18.8 5.26 82% 275 33 B3 Development expenses may hold 1952 net 
slightly under 1951 level. Texas Co. owns 
one-third interest. Dividend secure. 
Shell Oil 555.6 7.6 3.16 1,072.4 9.0 7.20 74 3.00 4.0 B2 Policy to charge intangibles direct to in- 
! come distorts earnings figures. 1952 net, 
j however, may come up to 1951 level. Divi- 
| dend conservative. 
Sinclair Oil . 415.6 10.7 3.65 “808.9 “10.1 678 43% 250 57 B2 Despite strike-closed refinery last May, 
i w 1952 net should come close to $6.00 a 
| shore against dividend needs of $2.50 oa 
| share. 
| a c | 98.6 13.4 460 197.1 15.7 10.82 79 3.251 4.1 B2 1952 first half results reflect refinery strike. 
| 5 r ‘ Full year’s net, however, should match 
| 1951 results. Dividend well entrenched. 
Socony Vacuum ... 774.9 108 2.64 1,528.5 10.5 5.08 36% 2.00 5.4 81 Drilling expenses will probably hold 1952 
j net slightly above 1951 results. Conser- 
} Ww vative dividend strongly fortified. 
| Standard Oil of Calif. 495.7 17.5 3.04 975.3 17.7 6.05 57 3.00 5.2 81 Will probably better 1951’s $6.05 a share 
Ww this year. Policy of paying regular divi- 
} dend and modest extras should continue. 
Standard Oil of Ind... 766.7 7.5 3.76 1,539.1 9.6 9.71 782 2.501 3.2 B2 1952 net may fall just short of 1951's 


Ww 


$9.71 a share. Regular dividend plus extra 
in $.0. of N.J. stock looked for. 





1—Plus stock. 
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n.a.—Not available. 











——__————————eee 


———————— 
























































THE MAGAZINE OF WALL STREET 





al 
de 
in 
er 
fu 
ur 
th 


n¢ 
Ol 
to 
ar 
pr 
is! 








Ti 


SE 





y fall 
out- 





osed | 
rred. e 
hed. Be 





ping | 
dend 





ex- 
nore 


ates a 
rid 4 | 
last : 
( 
} 
if 


sur- 
lend 


net 
ford 


and 
nay 
vell 


re- 


old 


rst 
be 


uld 
| a 
nd 
51 


2 eS 


Sha 


52 
vi- 
nit 


ret 


ich é 


or. 
ng 


et 
ns 





n- 
at, 
4 











ET 





potential. Against this the Middle East oil fields 
have proven reserves of 40 billion barrels and an 
estimated potential of 200 billion barrels. Upon the 
basis of consumption, the world does not seem con- 
fronted with a glutted oil market. The oil industry 
sees the necessity of a campaign to expand oil re- 
serves and increase its transporting and refining 
facilities. This explains the industry’s efforts during 


) the last seven years to expand operations. 


Most of the money spent for this purpose came 
out of earnings and from depletion and depreciation 
charges. Approximately $2.4 billion of the total went 
for exploration and development work and construc- 
tion of facilities in foreign lands, including South 
America, Canada, South Africa, the Middle and 
Far East. As a result, the interests of the American 
oil industry today are far-flung. Sixty-five per cent 
of the world’s oil reserves and about 57% of its 
refining capacity, together with most of the private 
tankers as well as most of the pipelines are owned 
by seven international oil companies of which five— 
Standard of New Jersey, Standard of California, 
Gulf Oil, Socony-Vacuum and the Texas Co.—are 
American. These are the companies which the U. S. 
government charges with forming an oil cartel, 
suspected of violating anti-trust laws, and tagged. 
with a suit to recover $67 million of alleged over- 
charges for oil purchased under the foreign economic 
aid program. What will be the results from these 
developments, so ill timed, even if having a basis 
in fact, cannot be foreseen, but if pressed by gov- 
ernment agencies to a conclusion will most assuredly 
further disturb an international oil situation already 
uneasy and, if nothing else, provide a headache for 
those companies involved. 

Whatever these government agencies may do will 
not and cannot stop the progress of the domestic 
oil industry in developing production and facilities 
to meet the needs of our naval and military forces 
and fulfill civilian requirements. Neither will the 
progress of the industry’s offspring — petrochem- 
istry, which is adding to our national wealth and 





security—be stayed. Petrochemistry is a most 
important industrial development and is setting the 
pace in the fast advancing age of chemistry. Today, 
petrochemicals are used in producing soaps, hair 
tonics, cosmetics, paints, varnishes, floor covering, 
insulation and a score of other products. Currently 
petrochemists know that a half million compounds 
can be made from petroleum, and they will undoubt- 
edly know of one million before many years have 
passed. In just one decade, petrochemistry has 
grown from a $350 million business to an industry 
of $1.25 billion. About 25% of all chemicals made 
in this country today are petrochemicals. Within 
the next 10 years this figure probably will be doubled. 
Predictions are that within that time this new 
American industry will be worth more than $5 
billion, producing in the interim, new wonders in 
plastics and synthetic materials. 

Prices of gasoline and light oil, two of the prin- 
cipal refinery products are expected to hold at pre- 
vailing levels throughout the balance of the year. 
On this basis, it seems reasonable to estimate that 
a majority of the units in the industry will come 
through 1952 with net profits paralleling those of 
last year. These should include Atlantic Refining, 
Phillips Petroleum, Socony-Vacuum, Standard of 
California and Standard of N. J. 


Tax Shelter 


Some of the operating refineries were adversely 
affected by the strike of refinery workers last May 
which extended through the greater part of that 
month. Furthermore there was some distortion in 
earnings due to heavy intangible drilling and devel- 
opment costs deductible as operating expenses in 
Federal income taxes which, of course, provides a 
shelter against EPT. This shelter is further extended 
by the 2714% depletion allowance afforded the oil 
producing companies under the Revenue Act. Final 
results for the current year for most of the group 
may be substantially (Please turn to page 710) 
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Statistical Data on Leading Oil Companies (Continued ) 
——————First Half 1952-——— 1951 
Net Net Net Indicated Invest- 
Sales Margin Net Per Sales Net Net Per Recent Current Div. ment 
(Millions) % Share (Millions) Margin Share Price Div. Yield Rating COMMENTS 

Standard Oil of N. J. 1,982.5 13.3 4.38 3,785.9 13.9 872 77% 425 5.5 BI The leader in the industry and growing 

fast in petro-chemistry. 1952 net w''l prob- 
Ww ably exceed 1951’s $8.72 a share. Dividend 
secure. 

Standard Oil of Ohio 142.9 5.4 1.82 2948 7.8 5.56 40 2.40 6.0  B3 Development expenses restricting earnings 
which may be under 1951 net, but more 
than ample, by far, for dividend needs. 

Sun Oil 296.0 7.2 3.23 576.3 7.8 : 6.85 85 1.00! 2 B2 Substantial earnings buttressed by expand- 

. i a . ‘ . : ing petrochemical facilities. 1952 net 
should equal 1951. Cash and stock divi- 
dend should continue. 

% Ve = pa Cite of the largest damaale: onit with 

Texas Company ....... 679.5 12.2 3.02 1,416.8 12.3 6.50 5412 306 5.5 B2 wasthiehis talisman. & teader tx dette 
chemistry. 1952 net may better 1951 show- 
ing. Dividend secure. 

Tidewater Associated 215.1 7.1 1.20 397.2 9.3 2.90 21% 1.00! 4.7 B2 Two strikes last Spring hampered opera- 
tions. Despite this, 1952 earnings should 
match 1951 figures. Dividends should be 
maintained. 

Union Oil of Calif... 137.46 9.6 2.45 261.7 10.4 5.01 41% 2.00 4.8 BI Expanding refining facilities should add 
materially to earning power. 1952 net of 

w more than $5 a share indicated. Dividend 
secure. 
1—Plus stock. 
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.-- Outlook for Three... 
Transportation Groups 


By ROGER CARLESON 


the its title indicates, this article dwells on 
three segments of our transportation system—the 
air lines, the bus lines and the shipping lines. We 
have omitted a discussion at length on the rail lines 
inasmuch as this important branch of transportation 
was comprehensively covered in our July 12, 1952, 
issue. To bring readers up-to-date, however, on sub- 
sequent developments in the rail group, we are em- 
bodying herein late information of interest and value. 

Despite predictions that June earnings of the car- 
riers would be materially cut by the steel strike, earn- 
ings of the class I roads for the month showed a con- 
tinuation of the uptrend over last year’s results. An 
exception to the generally good showing for the final 
month of tke first half-year was that made by the 
eastern lines and the haulers of iron ore and coal to 
the steel centers. 

Factors, engendered by the steel strike, continued 
to make themselves felt during the month of July, 
but the speedy recovery of the steel industry to better 
than 100% of productive capacity, reached in the 
first week of September, should gradually alleviate 
the situation. Fourth quarter operating reports for 
most of the eastern rails should make good reading. 

Meantime, higher freight rates in effect since mid- 
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May, and improved 
control over opera- 
ting costs are hav- 
ing their effect upon 
earnings of the 
southern and west- 
ern lines. Southern 
Railway, for exam- 
ple, for the seven 
months to July 31, 
last, got its opera- 
ting ratio down to 
73.2%, compared 
with 81% for the 
corresponding 
months of last year. 
At the same time 
it brought net earn- 
ings up to $7.90 a 
share against $5.87 
a share in the 1951 
period. Illinois Cen- 
tral, for the seven 
months this year 
also showed an im- 
proved operating 
ratio of 73.85, com- 
pared with 78.9% a 
year ago. Net earn- 
ings for the road to 
July 31, last, were 
$7.22 a share, up 
from $5.06 a share 
to July 31, 1951. 
Gulf, Mobile & Ohio 
reduced its opera- 
ting ratio by 5%. 
to 72.1%, and in- 
creased per share 
earnings to $3.70, 
up from $2.16 last 
year. 

Benefiting from 
crop movements and 
the flow of west- 
bound freight traffic 
Atchison, Topeka & Santa Fe, for the seven months 
had net earnings equal to $7.26 a share, and effected 
a reduction in operating ratio of 7.4% from last 
sell 77.7% when per share earnings amounted to 

“72. 

Barring a walkout of the coal miners, there appears 
to be nothing in the rail situation to warrant a mod- 
ification of the views set forth in the somewhat ex- 
haustive treatise on the railroads appearing in our 
July 12, issue. Although the movement of freight 
traffic for some of the roads was interrupted by the 
shut-down of steel mills, the indicated sustained high 
rate of industrial activity in general throughout the 
year promises good business for the roads resulting 
in net income for 1952, well ahead of last year’s fig- 
ures. 


The Air Lines 


Revenue passengers carried by domestic trunk air- 
lines in 1951 mounted to the record figure of 20.5 
million. This, roughly, was 4.6 million more of such 
passengers than the lines carried in 1950, and repre- 
sents the greatest gain in one year over a preceding 
12 months period in (Please turn to page 712) 
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| caabtuahidieniaieinenied AO Nn entre seenaiiiind 
"ec a 4 
ia. Data on Three Transportation Groups 
V- AIRLINES 
on ———First Half 1952 1951 
he — — _—_— 
st- Net Net Net Net Net Net Indicated Invest- 
Sales Margin Per Sales = Margin Per Recent — Current Div. ment 
rn (Mil.) % Share (Mil.) y Share Price Div. Yield Rating COMMENTS 
m- P 
American Airlines ... $ 86.8 58% $ 68 $1420 7.4% $1.42 1353 $ .50 3.6% C1 _ Earnings from record business retarded by 
en higher costs, but 1952 net should top 1951's 
1 a ; e ae aaa = per share figure. Dividend modest. _ = 
ag Braniff Airways ... na. n.a. (d) .071 25.3 5.3 1.34 11 = C3 Drastic cut in mail fee and greater costs 
a- wiped out first half-year’s earnings. May 
to De ee ee a ee ee merge with Mid-Continental. i 
1 Capital Airlines ... 18.0 (d) .4 (d) .11 38.7 4.5 2.26 12¥ a, C3 Too much competition from major trunk 
a ( lines. Rising costs a big factor. Merger 
he - may provide solution. _ 
, Chi. & So. Air Lines 9.1 6.7 1.21 16.2 69 2.22 16% 60 3.5 C2 Mail fee cut hurt but traffic has held to 
= good level. Outlook favorable despite 
Yr. aa = Sassen higher costs. Should maintain dividend. — _ 
: Eastern Air Lines 59.1 2.6 .66 98.3 7.3 3.02 227% ae 2a C3 Newark airport closing expensive. Higher 
ne costs and increased taxes eating into net. 
n- eae ; Should maintain dividend. — weit Sale 
: National Airlines... 28.22 7.2 2.052 24.33 10.6 2.593 123 50 4.0 C2 Has good air routes and planning to ex- 
a tend operations. Earnings holding despite 
37 lower mail free and higher costs. Dividend 
Es steady. 
D1 Northwest Airlines 24.6 (d)2.1 (d) .91 546 3.2 1.64 1158 C3 Mail fees provide good part of revenues. 
n- May pull something out for its stock this 
‘ es eee ee eee eee ee year. No dividend prospects. _ ore 
on Pan Am. Wid. Airys. 89.0 n.a. n.a. 186.9 3.5 1.07. 10 50 5.0 C2 Expanding over-seas operations. 1952 net, 
iY however, may fall short of 1951 figure, 
: but dividends should be maintained. __ 
n- Trans World Airlines 71.7 2.7 73 1449 5.8 3.50 18% C3 First half earnings lower due to mail fee 
ig cut, higher costs and increased shares. 
nad - _— . _ = Expansion plans may delay dividend. ; 
ssl United Air Lines .... 727 52 1.43 127.7 67 3.58 27% 1.00 3.4 C3 1952 net likely to be under 1951 results. 
a Has indulged in heavy financing for expan- 
ss aiinwer a nar. wae ee eee sion. Should maintain dividend. a 
of Western Air Lines ..... 86 5.2 62 16.2 8.5 2.53 11% 60 5.4 (C3 Earnings drop reflects rising costs and 
to integration expenses, as well as increased 
capitalization. Dividend amply earned, 
re however. 
Ip (d)—Deficit. 1_Pro Forma earnings 5 mos. ended 5/31/52. 3—Year ended June 30, 1951. 
y n.a.—Not available. 2—Year ended June 30, 1952. 
10 BUS & TRUCKING 
a- Pro 
Yo. ——First Half 1952 1951 
Net Net Net Net Net Net Indicated Invest- 
n- Sales Margin Per Sales Margin Per Recent Current Div. ment 
0. (Millions) yA Share (Millions) % Share Price Div. Yield Rating COMMENTS 
; Asstd. Transport* ... $ 19.6 2.0% $ 38 $353 5.6% $263 5% .  €3 Mounting expenses account for sharp drop 
st ji in net. Dividend payment remote. _ 
a ae Ve ~€9 Appears to have expenses under control. 
Greyhound .............. 99.9 4.4 41 226.5 6.0 V.27 12 $1.00 83% C2 1982 net should parallel 1951 figure. Divi. 
m 7 __dend should be maintained. 
. . . 5Q i sO 85 1653 2.00 12.0 C2. Slight better passenger volume held first 
id | N. Y. City Omnibus. 12.1 5.0 1.22 23.8 5.9 2.85 1658 2.00 12.0 C2 icdkuens aa ox te ae bee Ge 
t - probably continue dividend. 
i? . Y, Operating subsidiaries contesting with 
1€ Omnibus Corp. ........ 96 #19 .33 17.5 3.0 06 13% 1.00 7.5 C3 Me ape Algal peouscarcees: yon 
18 future dividends uncertain. AS 4! 
> . BA) } Higher rates helped offset increased costs. 
2d U.S. FOGIONG 6.5. 6ccsce555 65.1 97 2.15 95.4 11.2 3.59 26% 1.50 5.6 c2 Like ou Seat aa FOE ed Gs cae 
st maintain dividend. Ma 
ii Despite risi costs, earnings in first half 
tO U. S. Truck Lines*...... na.) ona. 1.02 268 3.9 2.08 14 1.20 8.5 c2 of 1952 held” poo poe eugene wie tae 
year. Dividend should be maintained. 
Ss 
i *—Unlisted. n.a.—Not available. 
“e 
ir SHIPPING a _ ; 
at First Half 1952 1951 
1e Net Net Net Net Net Net Indicated Invest- 
h Sales Margin Per Sales Margin Per = Recent Current Div. ment 
‘e (Millions) % Shore (Millions) % Share Price Div. Yield Rating COMMENTS 
: ‘ Good 1952 first half should pull year’s net 
ig Amer. Export Lines... na. ona. $1.84 $55.2 4.1% $1.91 17 $1.50 88% C2 chats VN Geman. WEN ecilabhe cane 
‘oe _ dividend payments. 
Ainitinwesttintiowk © % ~ ig as J Higher expenses and depreciation likely to 
Am. Hawaiian Stmsh. $ 13.4 1.7% 64 249 3.1 2.10 49% 3.00 6.1 c3 oul TH aus cade Par daaae, 
rate of dividend might be reduced. : 
Al Gulf W Ind. i Appears in good position this year te bee 
Atl., Gulf & W. Ind.$.S. 89 7.1 4.28 4 $5 4.81 104 2.00 1.9 Cl om 1951's. 381 a dau. Goal Ga 
higher or an extra dividend. | 
: Dae. <a ae. ~ 850 119 530 17% 1.50 87 C2 Good first half-year presages 1952 wet 
r Moore-McC. Lines... na. = n.a. 2.74 85.0 11.9 530 17% 1.50 8.7 c2 peo hog i eaaes than. 1951 
ot ividend maintenance proba . 
5 Dividend maintenance probable. _ 
> ; 7 4.494 4213, 200 ay $.S. United States big factor in i revieg 
h U. S. Lines : na. «on.a. 2.89 97.1 ye 4.94 2134 2.00 9.2 cl careiiaan Wak cache Lames Sone +401 
e- a share. Dividend secure. 
$84 For, ore rege =) : : = on 
) } n.a.—Not available. 
) ooo os ramos TOPEPATO oe os —— 
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By PHILLIP DOBBS 


ie a snared creature, the motion picture 
industry thrashes about trying to extricate itself 
from its troubles. There are some who blame tele- 
vision for the industry’s plight. They cite the sus- 
tained attendance at movie houses in territories 
lacking TV facilities, and to prove their contention 
compare those figures with the shrunken patronage 
of houses located in areas in which TV programs 
are available. This is a logical deduction, but it 
condemns the motion picture business to even deeper 
depths of despondency. 

Television is only six years old. At the moment, 
less than half the nation’s population can find use 
for a TV set. These are the people residing in areas 
in or near large cities in which TV programs can 
be pulled in for their viewing. There are only 108 
TV sending stations in operation today. Eventually 
this number will be increased to a possible 2,000. 
Last April, the FCC thawed its 314-year “freeze” on 
new TV stations, clearing the way for the construc- 
tion of new facilities which ultimately will make TV 
programs available to the inhabitants of practically 
every village and hamlet across the nation. 

Aside from all this, the movie industry has got to 
weigh the question whether movie-goers haven’t be- 
come satiated with what the movie makers have been 
giving them in the way of A pictures and mediocre 
B pictures. Or could it be a combination of that and 
high admission prices, especially those charged by 
neighborhood theatres. The big downtown houses are 
excepted; people, out for the evening, are willing to 
pay their tariffs, especially when the picture shown 
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When Will MOVIES 
Get Off The 






Floor? 





is surrounded with stage 
appearances of “names” in 
the entertainment field. 
Movie houses, nevertheless, 
are going out of business in 
large numbers. 

In the Chicago area, 25 
film theatres shut up shop 
in the first six months of 
this year. What has hap- 
pened in Chicago is paral- 
leled in other places. In De- 
troit 58 theatres closed 
within the last two years, 
while a number of those still 
“sticking it out” operate 
over week-ends only. 

A glimmer of encourage- 
ment is to be had from the 
success the drive-ins have been experiencing. There 
are about 4,000 of these units now operating, ac- 
counting for about 20% of a picture’s gross. Many 
of these, however, are in territories where opera- 
tions are seasonal. It is, therefore, hardly likely that 
drive-in business is, or will be sufficient to support 
the movie industry in the manner to which it was 
formerly accustomed. Four or five years ago, 90 mil- 
lion people patronized the movie houses every week. 
In 1950, attendance dropped to 60 million weekly, and 
in 1951, to 54 million. In an effort to counteract the 
influences—whatever they might be—causing people 
to shun the film theatres, exhibitors have again re- 
sorted to lures. Some offer a free bus or trolley token, 
or in lieu of these, free parking. Other theatres offer 
free dishes, or free “something else’”’. This is reminis- 
cent of the great depression days. 


Earnings Trend Vary 


Picture producers appear to be cognizant that this 
is not a business-like procedure. Without exception, 
therefore, they are trying to get back into the world 
of realities by paying attention to economies in ope- 
rating expenses. Some of them have put through more 
than “skin deep” cuts in executive salaries. Loew’s 
recently announced that executives earning $1,000 or 
more a week would have to take a cut of 25 to 50%. 
Some of these moves may produce results in time to 
have a bearing upon earnings during the remaining 
months of 1952, but for the most part, provided they 
are productive of expected results, they will not be 
apparent before next year. 

Loew’s current fiscal year ended August 31, in 
which it probably earned about $1 a share for the 
common stock. This would be about one-third less 
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than the previous year’s results. The company’s 
M-G-M-Phonograph record business has had one of 
the best years in its history and has contributed sub- 
stantially to the parent company’s revenues. 

Executive salaries at 20th Century-Fox also have 
been cut and studio staffs have been thinned out. 
Something had to be done following the disastrous 
1952 first quarter. For that period gross income of 
$34.9 million produced $199,000 in net before taxes, 
and final figures dwindled to $34,000 or one cent a 
share. These are interesting figures because they 
throw light on what some of the film producers are 
up against to produce net profits. They become more 
interesting when combined with what 20th Century- 
Fox reported for the quarter ended June 28, 1952. 
Gross income for that period was $43 million out of 
which the company managed to realize a net of 
$924,492 or 34 cents a share. 

Paramount Pictures has done considerably better. 
Net for the six months to June 30, last, was equal to 
$1.19 a share, down four cents a share from six 
month’s period of a year ago. The company takes an 
optimistic view of the balance of the year. Two of its 
principal releases have Martin and Lewis, always a 
box office draw, in “Jumping Jacks”, and “Son of 
Paleface” with Bob Hope, the “old reliable” in luring 
movie-goers to the ticket window. Predictions are 
that Paramount’s 1952 net may run slightly better 


than the $2.33 a share it reported for 1951. 

It could be that better pictures will reverse the 
trend for both the picture producers and the exhibi- 
tors. But, what are better pictures? Therein lies the 
gamble that picture producers must take. Godfrey 
Reinhart thought he had the answer in Stephen 
Crane’s “The Red Badge of Courage”, distributed by 
M-G-M. Columbia Pictures was certain that “Death 
of A Salesman” was a better picture. Both produc- 
tions were box office failures. Maybe, “Jumping 
Jacks” and kindred productions constitute “better 
pictures”. Paramount’s indicated earnings for this 
year substantiate this theory. So does Universal’s. In 
contrast to Loew’s and 20th Century-Fox cutting divi- 
dends, Universal last July put its stock on a regular 
25 cents a share quarterly basis. Considering the fact 
that earnings for the first half of the current fiscal 
year were $1.14 a share, this was conservative, espe- 
cially when estimates place results for the full 12 
months close to $2.80 a share. Last year the per share 
net amounted to $2.11 a share. Incidentally, Decca 
Records now owns 42% of Universal Pictures com- 
mon stock and has working control of the company. 
Just what this means to Universal cannot be gauged 
at the moment. Without doubt, the tie-in should be 
beneficial to both inasmuch as Universal is already 
making pictures for TV showing while Decca is 
prominent in the radio (Please turn to page 712) 
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Statistical Data on Leading Motion Picture Companies 























Interim 1952 1951 
Net Net Net Net Net Indicated Invest- 
Sales Margin Per Sales Margin Recent Current Div. ment 
(Mil.) % Share (Mil.) iy Share Price Divs Yield Rating COMMENTS 
Columbia Pictures ........ $ 51.211 na. na. $55.3! 2.7 $1.86! 12% nea C3 foreign business may brighten bleak do- 
mestic outlook but not sufficiently to bring 
dividends any nearer. 
Loew's Inc. .................. $135.62 3.3 $ 872 176.23 4.4 1.523 13% $ 97 7.3 C2 Good picture releases aided by record 


sales may hold net to current levels. Should 
continue paying reduced dividend. 





x 


Paramount Pic. Corp. 49.64 5.6 1.284 94.6 5.7 2.33 25 


i 0 C1 _ Foreign revenues aiding domestic earnings 
2.00 8 which should surpass 1951 net of $2.33 a 
po sae Current dividend should be main- 

tained. 





RKO Pictures .......... 22.64d16.5 d.954 57.7 5 





RKO Theatres . 4a 2 04 33.9 3.9 


09 4 C3 No indication of improved earnings. Has 


34 3% C3. Nothing visible to justify optimism. Some 


cut production schedules to conserve cash. 
Immediate outlook vague. 





good box office attractions might help, but 
that’s only a possibility. 





Republic Pictures na. na. .106 33.45 1.9 





Technicolor .................. na. on.a. 1.104 28.8 6.6 


Twentieth Century-Fox 78.04 1.2 354 150.6 2.8 





United Paramount Thea. 56.4% 6.5 1.114 115.7 9.2 


" H S, ; : 8 ? Pr 7 12% Successful releases account for sharp gain 

Universal Pictures 30.35 4.0 1.14 65.1! 3.5 2.11 12% 50 4.0 c2 ia net. 1952 results Hhely to hit $2.80 @ 
share. Current dividend conservative. 

Wenner Bros. 88.39 5.6 1.00° 116.93 8.0 1.68° 1234 1.00 8.0 C3 Reduced capitalization aiding earnings 


~% | C3. Foreign revenues and film production for 
TV rhould help, but see no appreciable 
earnings gain over first half-year. 








; 9.2 C2 Has a good backlog of orders. 1952 net 
2.00 2 should parallel that of 1951. Dividend at 
current rate should continue. 
1.00196.2 C3 Outlook clouded by reorganization to 
comply with government consent decree. 
May further defer dividend action until 
situation clears. 
ae on ¢ Continuing leaau to merge American 
1.25 92 a Broadcasting radio and TV facilities with 
its theatre chain. Reduced dividend should 
be maintained. 





estimated at $1.35 a share for current fiscal 
year. Should continue paying current divi- 
dend rate. 





n.a.—Not available. 

1_Year ended May 31, 1951. 
2_40 weeks ended June 5, 1952. 
3—Year ended August 31, 1951. 
4_6 months ended June 30, 1952. 
5—Year ended October 27, 1951. 
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6—26 weeks ended April 25, 1952. 
7—Year ended November 3, 1951. 
8—26 weeks ended May 3, 1952. 
9—9 months to May 31, 1952. 
10_Further dividend action postponed until Sept. 29 meeting. 
11_Year ended May 31, 1952. 
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Carrier 


With earnings generally re- 
duced, sharply so in some in- 
stances, there is special interest 
in situations where earnings are 
sharply higher. One such case is 
Carrier Corp., pioneer manufac- 
turer of air-conditioning equip- 
ment, including large engineered 
installations and room units. In 
12 months through June 30 sales 
gained roughly 45%, pre-tax in- 
come 73%, share earnings 70%. 
The latter came to $5.64 a share, 
against $3.31 in the prior 12 
months. Profit for the fiscal year 
ending October 31 should widely 
better the previous year’s $3.88 
a share. The stock is on a $1.40 
annual dividend basis. It recently 
rose to a new bull-market high of 
2934, from 1952 low of 21%. 
Other lows in recent years were 
1654 in 1951, 141% in 1950 and 
113% in 1949. Illustrating what 
can happen under more specula- 
tive market conditions, it reached 
61°%% in 1937 on earnings of only 
58 cents a share and no dividend; 
and 30% in 1946 on net of 18 
cents a share and no dividend. 
A goodly measure of the com- 
pany’s present prosperity is due 
to a relatively large amount of 
defense work, but there is some 
speculative allure in the stock on 
potential longer-range growth of 
air-conditioning. 


The Contrary 


At the other extreme, earnings 
can go to pot without any gen- 
eral business depression and 
without any nose dive in sales, 
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when over-supply, price softness 
and higher costs wreck operat- 
ing margins. One instance is 
Atlas Plywood. Sales gained 
slightly in the year ended June 
30; but pre tax net was less than 
one-tenth that of the prior year, 
and earnings tumbled to 40 cents 
a share, from $4.43. The manage- 
ments professes to see some cur- 
rent signs of betterment. The 
stock has rallied only nominally 
from recent low of 1314, against 
1951 high of 26. It sold as high 
as 3814 in 1946; and its subse- 
quent bear-market low was 11 in 
1949, 


Beneficial Loan 

First-half net income of this 
well-situated small-loan company 
was only nominally less than in 
the 1951 first half. Due to the in- 
creased capitalization, which re- 
flects a 5% stock dividend paid 
earlier this year, per-share net 








was $1.79, compared with $1.93 
a year ago. The aggregate full- 
year profit promises to differ in- 
significantly from 1951’s record 
level, although per-share earn- 
ings figure to be 5% to 6% under 
last year’s $3.80. The stock is on 


a regular $2 annual dividend 
basis, which is a pay-out of only 
some 55% of earnings. Since past 
policy has been considerably more 
liberal than that, and since this 
type of business is fairly stable, 
a boost is a logical expectation. 
Again on the basis of past policy, 
the management may well “feel 
its way” by voting a year-end 
extra and ultimately making the 
increased over-all rate a regular 
one. Now at 34, the stock yields 
nearly 5.9% on the $2 regular 
rate. The yield would be close to 
6.6%, assuming a 25-cent year- 
end extra; and over 7.3%, given 
a 50-cent year-end payment. Even 
on the present entirely secure div- 








Chesapeake & Ohio Rwy. ...... 

International Nickel Co. of Can. 
Cleveland Elec. Hluminating .................... 
Sperry Corp. ....... 


American Export Lines 








Halliburton Oil Well Cem. ... 
United Aircraft Corp. 

Nash., Chatt. & St. Louis Rwy. 
Cok, TRIER GOED... <..5.05.-.scccssessecessences 


Bendix Aviation Corp. ................0....0008 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 


a ated 
1952 1951 
. 7 months July 31 $2.75 $2.36 
. June 30 Quar. 1.15 -97 
June 30 Quar. -96 .85 
6 mos. June 30 3.23 2.57 
. June 30 Quar. 1.39 74 
6 mos. June 30 3.16 2.98 
. June 30 Quar. 1.42 84 
6 mos. June 30 7.66 5.94 
6 mos June 30 3.78 3.56 
June 30 Quar. 1.79 1.70 
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idend basis, this is a good defen- 
sive issue to own. It will neither 
go up much, nor fall out of bed. 
Payments have been continuous, 
and never in mere token amounts, 
since formation of the company 
by merger in 1929. 


Revolution 


In the air it seems likely that 
the future belongs largely to jet 
planes because ot their speed and 
other advantages. For military 
purposes this revolution is al- 
ready an accomplished fact. The 
English are flying a jet transport 
in commercial service, and have 
more and larger ones on the way. 
Jet transports may be the rule 
in long-distance ocean flying 
within a few years. Only limited 
adoption for domestic service 
seems likely and it may be dis- 
tant. This technical revolution 
can be painful for all concerned 
over a considerable transitional 
phase. That applies not only to 
air lines—which might have to go 
to costly jets at least on trans- 
ocean routes—but also to trans- 
port plane builders. (Note gen- 
eral discussion of air transport 
elsewhere in this issue.) As for 
aircraft companies, Boeing is de- 
veloping a jet transport in a proj- 
ect estimated to cost not less than 
$20,000,000. Plans of Douglas 
and Lockheed are still tentative, 
but they are likely to move even- 
tually where competition leads. 
That implies that ‘a portion of the 
good earnings of this defense pe- 
riod will be used to meet jet- 
transport development costs, the 
balance coming, in effect, out of 
taxes that would otherwise be 
payable. Paradoxically, stocks of 
companies making only military 
planes, without a major stake in 
transport business, are now to be 
preferred over Boeing, Douglas 
and Lockheed, whereas the re- 
verse was the case before the jet 





revolution. Those without any jet- 
transport complication ahead, 
and which are otherwise compara- 
tively well situated, include Bell, 
Beech, North American Aviation, 
Grumman and United Aircraft. 


Gold 


Over the centuries the mone- 
tary-price of gold has been a one- 
way proposition. The changes are 
infrequent, but always upward. 
Whether you or the writer will 
live to see a U.S. Treasury price 
for gold higher than the present 
$35 per ounce is anybody’s guess. 
But gold producers will not see 
their selling price go down, a fact 


which makes gold mining a 
unique industry. Other prices 
move down in a deflationary 


period; and that is good for gold- 
mining companies, for it reduces 
their costs. If you are worried 
about what the post-defense ad- 
justment will do to corporate 
earnings and stock prices gen- 
erally—and lots of people are— 
you might consider the gold 
stocks. With no change in the gold 
price now foreseeable, they are 
deflation-hedges. Given an ecto- 
nomic slump and a bear market, 
they are the only stock group 
which ean reasonably be expected 
to hold firm or advance. The best 
issues are Homestake, Kerr-Addi- 
son, McIntyre Porcupine and 
Dome; the last three operating in 
Canada. 


Gas 

Natural gas is indubitably a 
growing industry, but with profit 
growth confined mainly to pro- 
ducers of gas. As a field for in- 
vestment, natural gas is a 
peculiar one in that major oil 
companies own the bulk of re- 
serves and account for most of 
the production. There are a few 
relatively small independent gas 
producing companies which have 

















Deehler-Jarvis Corp. 

Trans World Airlines 
Aluminium Ltd. ...... 

Republic Steel Corp. 

Briggs Mfg. Co. 





Duplan Corp. 

Felt & Tarrant Mfg. Co. .. 
Publicker Industries ............. 
Sharon Steel Corp. ........... 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 


Lr re 6 mos. June 30 


tL gC) Salers ate sdcustucteaseetees os 


1952 1951 
... June 30 Quar. $ .89 $1.62 
June 30 Quar. -94 1.57 
6 mos. June 30 2.66 4.88 
June 30 Quar. -69 2.38 
... 6 mos. June 30 2.53 3.65 
; 9 mos. June 30 -04 1.30 
Ease € cou sabatoceciaaees 6 mos. June 30 45 1.87 
6 mos. June 30 -18 69 
-86 4.84 
June 30 Quar. 52 61 | 
| 
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stocks traded over-the-counter. 
Otherwise, an investment stake 
on the producing end can be had 
only via stocks of gas-rich oil 
companies, such as_ Phillips 
Petroleum, Cities Service or Pure 
Oil—and these stocks perform in 
the market mainly as oils, since 
oil earnings for at least some 
time to come will exceed gas earn- 
ings. The pipe line companies 
(transmitters and distributors) 
are buying gas at periodic in- 
creases in contract prices and 
selling it largely at rates regu- 
lated by the Federal Power Com- 
mission in the case of interstate 
operations, or by state commis- 
sions in the case of intrastate 
operations. Many so-called na- 
tural-gas systems are partly inte- 
grated, in that some gas produc- 
tion is owned or controlled. That 
does not make too much differ- 
ence, as long as much the greater 
part of the gas handled has to pe 
bought. Pipe line companies are 
public utilities. Many are clamor- 
ing for rate relief, and are being 
squeezed while the regulating bu- 
reaucrats as usual drag their 
feet. The policy of the FPC is 
tougher than that of most state 
commissions. You may not realize 
that the average electric utility 
is currently faring better than 
the average non-producing or par- 
tially integrated natural gas com- 
pany. For example, despite record 
gross revenue, net of Columbia 
Gas fell to 90 cents a share on 
average stock outstanding in 12 
months to June 30, from $1.25 in 
the prior 12 months; that of 
United Gas Corp., fell to $1.39 a 
share, from $1.61. For several 
vears the margin of coverage of 
the long-standing $3 dividend of 
Pacific Lighting has depended 
largely on California rate deci- 
sions. There is no reason to think 
that these stocks are going any- 
where in particular. 


Earnings 

At this stage, relative 1952 
earnings prospects are fairly 
clear. A substantial over-all 


shrinkage is certain; but there 
will be a fair number of sizable 
gains. Probabilities therefore are 
aircraft, carpets, electric utilities, 
machine tools, railroads, retail 
trade, soft drinks and shoes. Some 
of the largest shrinkages will be 
in steels, chemicals, air lines, 
cigarettes, paper, tires and tex- 
tiles. The chief determining fac- 
tors in earnings continue to be the 
high rate of taxes and high ope- 
rating costs. 
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What's head por Rusiness: > 


By E 


The approaching levelling off of governmental defense 
expenditures—as enunciated only too clearly last week by the 
new member of the President’s Council of Economic Advisors 
—has focussed attention on 
the non-defense supports or 
BUSINESS ACTIVITY||| “props” to our economy. 
== PER CAPITA BASIS ===4| | Prominent among these is 

M.W.S. INDEX =——J]] residential building con- 
struction which, notwith- 
standing federal _ restric- 
tions on mortgage credit 
and on the use of certain 
“critical” materials, has far 
outstripped the pessimistic 
predictions made early this 
year and which—barring ex- 
ternal pressure—promises to 
continue at a comparatively 
high rate for several years. 

New housing starts this 
year, forecast as low as 600 
thousand units last January, 
are headed for a total of 
1.0 million or slightly better 
as compared with last year’s 
figure of 1.1 million and the 
1950 all-time high of 1.4 
milion. The termination of 
Federal Reserve Board’s 
Regulation X at the end of 
this month, eliminating the 
restrictions on down pay- 
ments on homes valued at 
over $10 thousand, is cer- 
tain to go a long way 
towards offsetting the usual 
late year slowdown in con- 
struction. 

Recently, there has been 
a vast amount of loose talk 
to the effect that the post- 
war housing boom is over 
and that the next few years 
will witness substantial de- 
clines in new housing starts. 
the peak of the boom. And, 
the pea kof the boom. And, 
there is no denying the fact 
that the relatively low birth 
rate during the long de- 
pression of the 1930's will 
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adversely influence marriages and new family formations, 
which have some influence on new residential construction, 
during the next few years. 

But, none of this spells a collapse in building such as is 
predicted by some “authorities.” Predictions based on the 
behavior of the building “cycle” during remote periods in the 
past are unrealistic in the light of present day conditions. We 
have had a revolution in home financing. Very low down 
payments, which even the poorest of our population seem able 
to scrape together, and extended monthly payments—amount- 
ing to less in most cases than would have been paid out for 
rent—are making us a nation of home “owners” rather than 
renters. The rental-construction cost ratio, which influenced the 
building cycle in the past, is becoming meaningless. 

Furthermore, we are in the midst of a revolution in living. 
The ownership of an automobile—and registrations are at an 
all-time peak and still rising—brings with it a desire and the 
means to move farther out from the cities. Obsolescence in 
homes, even in those built since the end of the war ,is a 
factor of mounting importance. Middle class families—faced 
with high taxes and high and still rising wages for domestics, 
gardeners, and the like—are liquidating their old, large homes 
and buying smaller, more compact residences in which house- 
keeping is a minimum effort. 

With defense spending continuing high even though not 
expanding, with national income steadily rising to new peaks, 
and with “full employment” a definite policy of the Federal 
Government, we can feel reasonably assured that new housing 
starts will hover close to the million mark annually during the 
next few years. Washington, fully cognizant of the economic 
importance of new construction, is virtually certain to evolve 
some fresh stimulant in the event of any serious slowdown in 
building. 

For building material companies, the virutally assured com- 
paratively high rate of residential construction during the bal- 
ance of this year and into 1953 will bring no bonanza from 
the standpoint of demand but, nevertheless, a steady and 
solid business. For some, the return of boom levels of demand 
must wait upon the development of federal road-building 
and public construction on a large scale, scheduled to take 
up the eventual slackening of defense spending, but that is 
another story. 

Household furnishings—which includes refrigerators, wash- 
ing machines and the increasingly popular electric clothes 
dryers, deep freezers, ranges, furniture, and floor coverings 
—are emerging from their summer slump in sales, which seems 
to have been primarily a seasonal development, in keeping 
with the high level of construction. The steady mechanization 
of house-keeping, difficult to attain in older residences, is 
associated with the demand for new housing at the same 
time that new housing creates a demand for appliances. 
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The Business Analyst 





MONEY & CREDIT—Results of a governmental survey of mili- 
tary procurement schedules indicate that spending for national 
security programs is not going to rise as much as we had been 
led to expect. In fact, it is indicated that the peak of such 
spending—$4.55 billion in July—has already been reached, 
almost a year ahead of schedule, although outlays will remain 
close to this level for at least a year. The oft-revised outline 
of defense spending may be changed again, but the above 
findings if borne out by events, must lead to reassessment of 
the impact of rearmament on the economy. If expenditures for 
national security programs for the remainder of the fiscal year 
equal the July rate—and actually they fell off sharply in Avu- 
gust and are running behind in September—then total Federal 
spending in fiscal 1953 will come to $74 billion, or $5 billion 
below President Truman’s recent forecast. This would mean a 
cash deficit of only $1.8 billion for the year which is expected 
to mark the apex of post-war rearmament spending. Such a 
result would reduce any inflationary stimulus of government 
spending and simplify the Treasury’s borrowing problems. 

The Federal Reserve is being forced to use rapidly shifting 
tactics in its attempt to keep the nation’s credit in line with the 
needs of business and government. The latest figures—for the 
week ending Sepember 3—reveal a $213 million expansion in 
the Central Bank’s extension of credit to its members, a reversal 
of its policy of recent weeks which was aimed at restricting 
bank reserves. In the latest week member banks increased their 
borrowing from the Federal by $90 million and uncollected 
cash items rose by $51 million. The Central Bank made no 
effort to counteract these additions to banks’ reserves. On the 
contrary it added to the fuel supply by purchasing $82 million 
in government bills and $8 million in certificates. The end re- 
sult was an expansion in the lending power of the member 
banks. Reason for the policy change is in all probability the 
Federal’s desire to expedite Treasury refunding of $10.9 bil- 
lion of certificates maturing October 1. An exchange offer is 
expected momentarily and though the Federal Reserve Banks 
themselves own $7.5 billion of the issue the monetary authori- 
ties would still like to see a good response from the owners of 
the remaining $3.4 billion. This requires a steady bond market 
at the very least, and the Central Bank’s easing of credit has 
succeeded in stabilizing the price of Treasury issues near 
recent lows. 





oO. 
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TRADE—Retail sales picked up in the week ending Wednesday, 
September 3, as cooler weather spurred demand for Fall items. 
The total dollar volume of retail sales throughout the country 
was estimated by Dun & Bradstreet at about 2% above the 
corresponding period of last year. Apparel volume was high 
and remained above year-ago levels as consumers centered 
their interest on back-to-school merchandise and sportswear. 
Home furnishings were in good demand although sales of floor 
coverings and appliances sagged slightly. Interest in television 
sets was high in those sections where new stations are being 
built. 

The nation’s department stores in the week ending August 
30, chalked up a sales gain of 4% over the corresponding 
week of last year. The Atlantic district made the best showing 


SEPTEMBER 20, 1952 


HIGHLIGHTS 












MONEY AND BANK CREDIT 
[WEEKLY REPORTING MEMBER BANKS] 


15 - a | 


TOTAL LOANS & 
INVESTMENTS 








cre, 





§ § R——DEMAND DEPOSITS 



















PR, Ss all WI OP 
oe 
AA nt 
2 
< 
245 
° INVESTMENTS IN 
‘a U.S. GOVERNMENTS 
a \ TOTAL LOANS 
335 
2 nue Tames" 
- 






OE PA a A 
e 
e 

O% CP Peerggever?e* erarese oe 


MONEY IN CIRCULATION 


ee@eeeoserr, sqqassrrss 
« 














” Po 
| ee sansa i 
| is 
sLLLILI IIT I 








JFMAMITASONDI FRANIJASONDO 
1952 


9S 














with a 16% gain while the New York and Philadelphia areas 
were tied for last place with a 3% decline from a year ago. 
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INDUSTRY—Buying executives noticed an improvement in 
business in August, according to a survey of the National Asso- 
ciation of Purchasing Agents which reported a pick up in both 
production and new orders for the month and described it as a 
recovery from artificially depressed conditions. The report at- 
tributed the improvement to settlement of the steel strike, re- 
sumption of operations after plant vacations and the usual 
seasonal pickup. 

Business acivity finished August at a high level with the MWS 
Business Activity Index, on a per capita basis, at 188.8% of 
the 1935-1939 average in the week ending August 30. This 
was a slight dip from the week before when the index stood 
at 189.8; a dip which was due to the precipitate decline in 
coal output attendant upon the mine workers’ holiday called 
by John L. Lewis in order to strengthen the union’s bargaining 
position in wage talks. 
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COMMODITIES—Average wholesale prices declined slightly 
(Please turn to the following page) 
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Essential Statistics 
























































































































































Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) Aug. 3.3 4.2 3.2 1.55 | in the week ending Sept. 2. The Bureau 
Cumulative from mid-1940_____ | Aug. 467.7. 464.4 423.0 13.8 | Of Labor Statistics composite index of pri- 
eet , mary market prices dipped 0.2% to close 
FEDERAL GROSS DEBT—$b Sept. 3 262.9 263.0 256.7 55.2 — at 111.8% of the 1947-1949 average. Farm 
MONEY SUPPLY—$b ‘ products declined 1% during the week as 
Demand Deposits—94 Centers Aug. 27 52.6 51.8 51.0 26.1 | substantial decreases in vegetables, eggs, 
Currency in Circulation Sept. 3 29.4 29.1 28.3 10.7 | cows, hogs and live poultry more than off- 
BANK DEBITS aa set increases in cotton, grains, steers and 
. Aug. 27 9.7 11.5 8.7 4.26 | fruits. Processed foods were off by 0.1% 
exigent las ith ts dropping 0.9%, largely because 
rele allnir Aug. 27 14.3 16.3 13.7 7.60 | with meats dropping 0.9%, largely 
of lower prices for pork products. 
PERSONAL INCOMES—$b (cd2) June 266.0 264.5 254.3 102 i ‘ 
Salaries and Wages___ June 175 175 168 66 
Proprietors’ Incomes June 53 52 ” 23 NATIONAL INCOME-the total earn- 
Interest and Dividends June 21 ee 20 10 ings of labor and property—rose to $288.4 
Transfer Payments June 13 13 13 3 billion at annual rates in the second quarter 
(INCOME FROM AGRICULTURE) June 21 20 19 10 of 1952, according to estimates of the 
aoe P ‘ ‘ 
POPULATION—m (e) (cb) pr “<a Geek adic Se — Council . Economic — 
Non-Institutional, Age 14 & Over__ July 109.7 109.6 108.9 101.8 ama results were up only one- 
Civilian Labor Force July 64.2 64.4 64.4 55.6 ialf billion from the first quarter but con- 
sinnaiewed ; Sly nn ee ne “s tinued unbroken the continuous rise in this 
Sealaaied a huly po ia pes Pi indicator since the fourth quarter of ] 949. 
+ Aieien.....: ried me Ke > aw As usual, employees received the biggest 
ati dite ed poe i poi as slice of the national income in the latest 
Pree : ‘ : quarter, their compensation coming to 
July _s — yo 43.2 | $186.9 billion. Proprietors’ and rental in- 
Weekly Hours July 428 432 429 42.0 — ; 
Sea thaeie *Abalipale Joly “oe ae “en 139 | come at $51.9 billion was down $200 mil- 
lion from first quarter results. Corporate 
EMPLOYEES, Non-Farm—m (Ib) pane 463 463 46.6 37.5 | profits before taxes amounted to $41 bil- 
Government rane 6.6 6.6 6.4 4.g | lion at annual rates, the Council estimated, 
Factory rag 12.4 12.6 13.1 11.7. | down $1.7 billion from the previous quarter. 
Weekly Hours “ele 40.4 40.2 40.7 40.4 | After taxes, profits were $17.3 billion versus 
Hourly Wage (cents) ae 165.8 1657 160.0 773 | $18.1 billion the preceding quarter and 
Weekly Wage ‘| ne ee June 66.98 66.61 65.08 21.33 $18.8 billion in the second quarter of last 
: ear. 
PRICES—Wholesale (Ib2) Sept. 2 111.8 112.0 113.4 92.5 ° > * * 
Retail (cd) June 210.5 2103 2064 1162 
ian aneaines Pi ce ake Geae elie MANUFACTURERS’ SHIPMENTS OF 
ani = cc aaa Jeae ae PASSENGER TIRRE CASINGS fell 21.9% 
Sian = sos . nite Hs in July to 6.115,896 casings from 7,834,295 
Sa July : 02.0 . ‘8 | the previous month, the Rubber Manufactur- 
“ See 141.9 141.6 136.2 107.8 | ers Association has announced. PRODUC- 
RETAIL TRADE—$b** TION of casings was down by 1.5% in July 
Retail Store Sales (cd)__________] 4... 13.0 13.1 12.2 47 to 5,977,971 casings. With shipments con- 
Durable Goods eae 45 46 42 1.1 | tinuing to exceed production, INVENTO- 
Non-Durable Goods maeweeners SUE 8.5 8.5 8.1 3.6 | RIES fell to 8,544,855 casings, a decrease 
Dep't Store Sales (mrb) Oa 0.84 0.82 0.79 0.34 | Of 1.2% from the previous month’s stocks. 
Retail Sales Credit, End Mo. (rb2)__ | y, 118 113 11.0 5.5 | Stocks on hand on July 31, 1951 amounted 
to 3,586,000 casings. 
MANUFACTURERS’ 
New Orders—$b (cd) Total_____ | July 21.3 248 226 146 ores te 
Durable Goods. ly 10.2 13.0 12.2 7.1 Although the number of BUSINESS 
Non-Durable Goods = ‘| July 11.2 11.7 10.3 7.5 | FAILURES in July was 91 lower than the 
Shipments—$b (cd)—Total**____ July 21.5 21.8 21.2 8.3 | month before, yet the LIABILITIES involved 
Durable Goods July 9.7 10.3 9.7 4.1 in these failures rose to $22.8 million, the 
Non-Durable Goods July 11.8 11.6 11.5 42 largest July total since 1935 and up from 
BUSINESS INVENTORIES, End Mo.** $21.2 million in June, Dun & Bradstreet has 
ono te se aaeeaeiamaaity FF 69.3 69.5 70.3 28.6 | reported. Smaller establishments seemed to 
iim, .... ki 42.1 42.2 39.9 16.4 | Pe least affected as casualties with liabilities 
Wholesolers’ — July 9.4 95 10.3 4.1 | Of less than $5,000 reported a sharp drop 
seiallisat _ ' July 178 178 20.0 3.1 _ in failures to the lowest level since January 
Dept. Store Stocks (mrb)________July 2.4 2.3 27 1.1 1949. Manufacturing companies unable to 
= os meet their obligations rose to 128 in July 
BUSINESS ACTIVITY—1—pc ' Aug. 30 188.8 189.8 1868 141.8 from 124 the previous month, with machin- 
(M. W. S.)\—1—np Aug. 30 224.7 = 226.1 218.0 146.5 ery and transportation companies showing 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month = Month Ago Harbor* 

INDUSTRIAL PROD.—1 np (rb)** June 203 211 221 174 the biggest increases. On the other hand 
Mining June 146 141 165 133 casualties of construction companies fell to 
Durable Goods Mfr. June 248 277 274 220 the lowest level since 1948. Retail trade also 
Non-Durable Goods Mfr.______-__ ] June 185 181 197 151 had fewer failures with decreases concen- 

ccamemminaiiasciciaiies an 77 834 829 833 trated in food — we lines. 

Misc. Freight Aug. 30 396 382 394 379 : 
int 2k. im Aug. 30 74 74 7 156 July bookings of FABRICATED STRUC- 
ae. . hag. 20 50 49 52 43 TURAL STEEL, as compiled from the cur- 

Pci: aoa ti iseeeieoraente —__—____——_ rent reports received by the American Insti- 

ELEC. POWER Output (Kw.H.) m Aug. 30 7,646 7,718 7,146 = 3,267 tute of Steel Construction, amounted to 

aa cok we ws 1 ant 2.0 11.0 10.6 10.8 221,389 tons, an increase of 32% over the 
sion ia Fee 302.0 300.0 347.4 44.6 Previous month. Total new orders for the 

Segenatioeigiaall ma 79.3 80.7 74.1 61.8 ‘first seven months of the year came to 
-_ corveshercesreeai sco Ae | 1,478,211 tons, well below the 1,951,334 

PETROLEUM—(bbls.) m tons booked in the corresponding period 
Crude Output, Daily ==] Ag. 30 6.3 6.3 6.2 4.1 of last year. With new orders exceeding 
Gasoline Stocks ___________] Avg. 30 Ww 6 125 86 shipments, the backlog of orders on hand 
Fuel Oil Stocks — Aug. 30 52 52 49 94 on July 31 rose to 2,361,027 tons from 
Heating Oil Stocks Aug. 30 102 99 94 35 2,261,503 tons at the end of June. At the 

LUMBER, Prod.—(bd. ft.) m Aug. 30 617 690 550 632 gh ns ag unfilled orders totalled 
aa inches chamctcniemmanmenanad Tene seu a a. iin ar 

STEEL INGOT PROD. (st) m July 1.6 1.6 8.7 7.0 CASH DIVIDEND PAYMENTS by cor- 
Cumulative from Jan. 1____| July 46.6 45.0 61.0 747  porations issuing public reports amounted 

Oe | - caine Ja to $542 million in July, up from the $535 
AWARDS—$m (en) Sept. 4 110 354 160 94 million paid out in the same month of last 
Cumulative from Jan. 1 __| Sept. 4 11,414 11,304 9,968 ~~ 5,692 year, the Commerce Department has an- 

=e nounced. Dividends by manufacturing com- 

MISCELLANEOUS panies were 4% lower than a year ago, 
Paperboard, New Orders (st)t______ | Aug. 30 217 187 185 165 with moderate declines for most manufac- 
Cigarettes, Domestic Sales—b _| June 36 32 32 17 turing groups. However non-electrical ma- 

Do., Cigars—m | June 496 497 503 543 chinery companies showed a 29% dividend 
We., Manufactured Tobacco (Ibs.)m_| June 18 18 16 28 increase in July compared with a year ago. 











b—Billions. ch—Census Bureau. cd—Coimmerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. I|—Seasonally adjusted index 
(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long tons. m—Millions. mpt—At mills, 
publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. 
pc—Per capita basis. rbh—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. 
*—1941; November, or week ended December 6. #*—-Se 
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1952 1952 
No. of 1952 Indexes 1952 = 1982 tev. 14, 1996, CL—108 High Low Aug. 29 Sept. 5 
Issues (1925 Cl.—100) High low Aug.29 Sept.5 | 100 HIGH PRICED STOCKS.......... 129.1 119.2 126.8 =: 127.0 
330 COMBINED AVERAGE 202.1 190.9 199.8 199.8 100 LOW PRICED STOCKS «SANS 226.9 234.3 234.0 
4 Agriculaural Implements........ 295.8 267.6 270.6 270.6 5 Investment Trusts ................. 109.8 97.9 106.8 106.8 
10 Aircraft (27 Cl.—100)........... 337.4 278.2 334.5 331.5 3 Liquor ‘27 Cl.—100) 1146.9 910.4 977.9 977.9 
7 Air Lines (‘34 Cl.—100).......... 777.8 616.9 624.8 616.9 11 Machinery .......... eed 218.7 197.9 216.6 218.7A 
BS INE coisas tcssebanierss 102.7 80.0 83.9 82.9 3 Mail Order : 130.6 116.4 121.5 120.2 
10 Automobile Accessories ........ 251.2 232.0 251.2 2512 3 Meat Packing: ......:<...ccces.0s- : 100.2 82.5 82.5 83.5 
AY PROS c6 e503, cscsandesazins 43.8 40.2 43.4 43.8 13 Metals, Miscellaneous ........ 307.4 249.4 269.7 266.8 
3 Baking (‘26 Cl.—100) : 22.0 20.8 21.6 22.0 4 Paper ’ 443.7 395.3 435.7 435.7 
3 Business Machines .... 398.3 370.4 382.4 382.4 29 Petroleum : 485.1 440.2 454.8 454.8 
2 Bus Lines (‘26 Cl.—100).... 182.2 151.6 182.2 177.7 30 Public Utilities 180.4 162.5 178.8 180.4A 
6 Chemicals ..... be eT ee 418.0 356.4 372.6 376.7 9 Radio & TV (‘27 Cl.—100) 34.5 a6 33.0 34.2 
3 Coal Mining Seer 16.0 13.9 13.9 13.9 8 Railroad Equipment 64.3 59.2 61.1 59.9 
4 Communications ................... 68.3 61.7 66.3 66.3 24 Railroads ..... ; 49.4 41.3 48.2 47.4 
9 Construction . Peewee aay eae 72.3 67.5 68.9 68.9 3 Realty 48.5 38.2 47.8 46.2 
7 Containers .. Seas 490.6 442.8 452.3 457.1 3 Shipbuilding 208.4 181.0 201.0 208.4A 
9 Copper & Brass ee 169.5 138.8 151.7 151.7 MIR RUE cv ccndacecaccanscaccacccs 330.5 301.2 320.2 323.3 
2 Dairy Products ene 90.5 83.2 89.7 88.9 14 Steel & Iron 154.8 135.3 141.3 141.3 
5 Department Stores ae 66.0 60.1 62.0 62.7 3 Seger: ........ RE Pein 73.1 63.9 66.0 65.3 
6 Drugs & Toilet Articles.......... » aa AN27 217.2 221.8 2 Sulphur .... Si eeiteasies 616.3 530.4 590.5 585.1 
2 Finance Companies ............... 394.3 308.1 387.9 391.1 5 Textiles .......... ee 197.4 164.1 175.9 173.9 
7 Food Brands 185.6 171.5 183.9 185.6 3 Tires & Rubber ........... 76.7 66.9 71.8 73.2 
2 Food Stores 107.6 97.4 106.6 103.5 6 Tobacco .... eft : 85.9 78.6 81.0 81.0 
3 Furnishings 66.7 59.3 66.1 66.7 2 Variety Stores ........ re 319.6 297.9 301.0 297.9 
CCH CULL, ee ee 736.4 648.3 Zt1.2 698.6 18 Unclassified (‘49 Cl.—100) 119.7 115.1 119.7 119.7 

A—New High for 1952. 
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Trend of Commodities 





Commodity futures tended to improve in the two weeks 
ended September 8, led by grains and cotton. The Dow-Jones 
Futures Index closed at 174.72 on September 8 which com- 
pares with 173.82 on August 25. Better prices were seen for 
wheat, corn, oats, rye, soybeans, coffee and cotton. On the 
down side we find lard, domestic sugar, cocoa and rubber. 
Hides were little changed while wool tops were mixed with 
the near months up and the distant months lower. May wheat 
closed at 244% on September 8, a gain of 1% cents in the two 
week period as seasonal marketing pressures eased and farm- 
ers put a record amount of wheat under government loan. The 
Commodity Credit Corporation reported that through August 
15, 169 million bushels of the bread grain had been put under 
CCC price support compared with about 68 million bushels in 
the loan through August of last year. In view of this trend, 


the government's estimate that exports would be only 300 mil- 
lion bushels this season, or 75 million bushels less than earlier 
estimates, did not scare the bullish forces. Fears of a lower 
cotton crop caused that commodity to creep upward as the 
Agriculture Department's estimate neared and demand came 
to a boil when the Department on September 8 forecast a 13.9 
million bale crop, 846,000 bales below its forecast of a month 
earlier. October cotton rose 77 points on September 8 to close 
at 40.05 cents against 38.50 cents two weeks earlier. Domestic 
consumption may run close to 9 million bales this season. If 
exports reach 5.6 million bales, this would leave a 2.2 million 
bale carryover on July 31, 1953, compared with 2.7 million 
bales on hand on July 31 of this year. Under these conditions 
cotton would be in relatively tight supply although no real 
shortages need develop. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 

Date 2 Wks. 3Mos. 1Yr. Dec. 6 

Sept.8 Ago Ago Ago 1941 

ve 291.4 293.3 293.2 324.4 156.9 

282.4 284.6 284.9 335.3 157.3 

ue, 297.4 299.0 298.7 317.6 156.6 


28 Basic Commodities 
11 Imported Commodities ................ 
17 Domestic Commodities .... 
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COMMODITIES INDEX 









































14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1952 1951 1950 1945 1941 1939 1938 1937 


Migh 0... 181.2 2145 204.7 958 743 783 65.8 93.8 
_ ee ae. 173.1 174.8 134.22 836 587 616 57.5 647 
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Date 2 Wks. 3Mos. 1Yr. Dec. 6 
Sept.8 Ago Ago Ago 1941 
.. 349.8 352.1 348.2 344.8 163.9 
sites BOM 86016 S577 367.5 162.2 
... 268.5 268.2 267.5 304.9 148.2 


7 Domestic Agriculture ....... 
N2ERGOOSUNS: «520.000 :ccze0eess: 





RAW MATERIALS SPOT INDEX 
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Average 1924-26 equals 100 
1952 1951 1950 1945 1941 1939 1938 1937 


1 | seers 192.5 215.4 202.8 111.7 88.9 67.9 57.7 86.6 
| REST 166.5 176.4 1408 98.6 58.2 489 47.3 54.46 
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It was said of a certain political figure of two 
decades ago that his wrinkled coat and trousers 
bagged at the knees gave one the impression that he 
kept his suits in a rain-barrel. No one was ever able 
to determine whether he was conscious of his ap- 
pearance, or for that matter cared—he was that 
type of fellow. Were he alive today he could keep 
his clothes in the barrel if he was so minded and 
upon donning them step out in that state of dress 
which we called “immaculately groomed”. Men’s 
flannel suits composed of 60% wool and 40% of 
E. I. du PONT’S “Orlon” staple, now on the market, 
it is said, can be immersed in water and wrung out, 
and will dry without wrinkling. Of interest to the 
economy minded, they can, it is claimed, be worn 
for long periods of time without wrinkling or becom- 
ing baggy. Du Pont’s new “Orlon” staple plant at 
Camden, S. C., is now in operation, and by the end 
of this year is expected to reach its full annual pro- 
duction of 30 million pounds of staple. 


Apparently, putting United States Coast Guard 
cadets through boot training is a hazardous under- 
taking so far as equipment is concerned. This fact 
has led to the development of “cadet-proof” bump- 
ers for the training boats, which are so efficient that 
it is reported “several collisions have occurred with- 
out damage to either boat involved”. The cadets 
generally come out unscathed, anyway. These bump- 
ers, or to use the correct boat terminology, ‘“‘fenders”’ 
are made from Geon vinyl] plastic, a product of the 
B. F. Goodrich Chemical Co., subsidiary of B. F. 
GOODRICH CO., which are impervious to the sin, 
heat and cold, salt water and can stand considerable 
bumping. The new fender is understood to be a 
standard extra on Cape Cod dinghies and standard 
equipment on the Cape Cod Shipbuilding Co’s. 
“Raven” sailing boats. 


To landlubbers, whose experiences with ice con- 
sists of sanding the house walk on a sleety February 
morning or struggling to free a cube from the 
refrigerator ice-tray, the perils faced by our Navy’s 
ice-breakers are unknown. Not the least of these is 
the danger of the ice closing in and holding the boat 
in its grip which becomes even firmer with the fric- 
tion of the ship’s hull against the ice. The Navy’s 
newest, largest and fastest ice breaker, to be built by 
WESTINGHOUSE ELECTRIC CORP., will be equip- 
ped with electrical equipment to operate a device 
enabling the cutter to “rock” itself free of impris- 
oning ice. This device sets up a swaying or “heeling” 
motion and if the hull of the vessel can be kept mov- 
ing at all times, thus preventing the necessity of 
overcoming starting friction, the ship can easily 
be withdrawn from ice or proceed with its ice- 
breaking operations. This will be accomplished by 
the “heeling” pumps which will pump water from 
side to side, producing a rolling motion, thus keep- 
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ing the hull moving. Westinghouse, as prime con- 
tractor, will procure diesel engine equipment for the 
propulsion units from FAIRBANKS-MORSE & CO. 
The ship, unnamed as yet, will be about 310 feet long, 
have a displacement of about 8,600 tons. It will be 
insulated against sub-zero temperatures by a cork 
lining on the inner surface of its double hull. 


While automotive engineers are making the life 
of a motorist a happier one, what with power steer- 
ing, air-conditioning, picture window windshields 
and other refinements, along comes GULF OIL 
CORP., with an “all-vear automobile fuel system 
conditioner” that promises to eliminate “motoring 
headaches” that heretofore have beset almost every 
automobile owner. The new product, named Gulf 
SDL, contains solvents to remove harmful gum 
which may form in both the carburetor and the fuel 
system. It aids in freeing sluggish or even lightly 
stuck valves. It absorbs moisture condensed in gas 
tanks, fuel lines or carburetor and acting as an anti- 
freeze agent for the entire fuel system. It contains 
an inhibitor resisting formation of rust. It is all 
these things and an upper cylinder and valve lubri- 
cant, too. It is going to be packaged in 12 ounce 
cans and will be on sale in all of the company’s 
territory as soon as necessary packaging materials 
can be procured. 


Household refrigerators, because homemakers 
have complained that they never have enough room 
to store today’s left-overs and tomorrow’s dinner, 
have been getting bigger each year. It was not so 
long ago that the average sized refrigerator meas- 
ured 6.5 cubic feet. Today, most kitchen units run 
to about 10 and even 11 cubic feet. Probably some 
of our modern housewives could use something simi- 
lar to LOCKHEED AIRCRAFT CORP.’s 5,000 cubic 
foot refrigerator. This big unit can cool 2,500 
pounds of aluminum from room temperature to 
minus 20 degrees Fahrenheit within two hours. Its 
purpose is to retain heat-treated aluminum alloys in 
a “soft state” between forming operations. A peculi- 
arity of aluminum is that low temperatures retard 
hardening after heat-treatment. Keeping the huge 
sheets of metal malleable during shaping and form- 
ing operations was a major production problem until 
company engineers hit upon the use of refrigeration 
as a solution. 


As part of its long range program to maintain 
adequate supplies of asbestos ore for many years to 
come, JOHNS-MANVILLE CORP. is extending its 
operations into Africa where it will immediately 
start to develop an asbestos mine. The property is 
located at Mashaba in the Victoria District of South- 
ern Rhodesia. The company’s mine at Asbestos, 
Quebec, the world’s largest. 
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Will Consumers Spend or 
Save—as Cost of Living 
Zooms to New Highs? 





(Continued from page 678) 


Commerce figures show that Dis- 
posable Income has been levelling 
out for almost a year. 

Although Personal Income con- 
tinues up, taxes are cutting in. In 
the light of day to day data, Dis- 
posable Personal Income may not 
be gaining ground and, as cost of 
living rises, what will happen to 
purchases of consumer durables? 
Will production drop back to sec- 
ond gear? To first? 

Cost of living rose 11.4% from 
June 15, 1950 to June 15, 1952. 
Food was up 14%, household 
furnishings 10.6% and apparel 
9.4%. Disposable Income, on the 
other hand, gained 12.8%—more 
than the rise in total cost of liv- 
ing. But not much more. 

46% of the spending units sur- 
veyed early in ’52 expected their 
current income would be more 
than it was a year ago. In 1951, 
47% were optimistic along these 
lines, 30% in 1950. 35% felt they 
were worse off in 1952—37% in 
1951 and 34% in 1950. An arith- 
metic average of spending unit 
income puts the figure for 1951 
at $3,840 where, perhaps, it will 
level out for some months to come. 

This figure is up 9% from 
1950’s $3,250 but consumer prices 
had also increased about 9% as 
measured by the Department of 
Labor. 

Though expenses pursue us 
bumper to bumper from year to 
year, we seem to stay slightly 
ahead. Repayments on indebted- 
ness must not be forgotten. How 
they affect the Department of 
Commerce figures of Disposable 
Income and Savings is not clear 
since payments on principal in- 
debtedness incurred in home pur- 
chases are considered Savings 
and are not included in Consump- 
tion Expenditures although auto- 
mobile payments are. 

Fears of shortages, not sharp 
rises in prices, produce scare buy- 
ing. As of now shortages in the 
supply channels are not likely to 
develop. Barring outbreak of 
world-wide war, consumer goods 
should be in comfortable supply 
throughout 1953. Wholesale and 
retail inventories will be placed 
as closely as possible to consumer 
demand. High turnover rates are 
the goal for months to come. 
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The effects of inflation on real 
buying power are by no means 
uniform. In some respects — re- 
frigerators, television sets, furni- 
ture — price reductions and im- 


provements have restored the 
purchasing power of the dollar 
to pre-war levels. Not so for food 
—and that is where the consumer 
is really being squeezed to the side 
of the road. Lower food prices 
would release buying power to 
areas much in need of stimula- 
tion. The consumer wants to sat- 
isfy a number of desires but won’t 
—and can’t—as long as food 
prices hog so much of the road 
through his Disposable Income. 

The second quarter of 1952 was 
a close shave for some manufac- 
turers. Buyer resistance—whether 
due to less Disposable Income, 
higher prices, a desire to save 
more or to guard against emer- 
gencies—resulted in overstocks in 
a number of consumer durable 
goods lines. 

Then came the steel strike. Cur- 
tailed production remedied choked 
inventory channels. Now manage- 
ment plans to keep the channels 
moving freely. No more produc- 
ing for the sake of producing at 
lower unit costs. No more main- 
taining of employment regardless 
of market demand. No more quan- 
tity production on thinner profit 
margins unless the products can 
be moved into consumer hands in 
60 or 90 days. Close attention to 
wholesale and retail inventories 
and to daily sales records plus a 
readiness to shift production from 
one line to another as consumer 
durable demands change are the 
hall marks of sound management 
today. If the refrigerator market 
is slowed down by 87% saturation 
and will no longer absorb 3 mil- 
lion boxes a year, then manage- 
ment will speed up its drives to- 
ward the 40% saturated washing 
machine market, the 7% satu- 
rated clothes drier market and 
others, thus trying to keep its 
plant in full production and em- 
ployment. 

Prices may have to come down. 
Tests and daily sales records will 
show whether less_ expensive 
models will sell fast enough to 
maintain over all profits. But the 
feeling at the moment is that 
prices for durables are steadying 
at current levels and that no cuts 
are due. Demand for goods and 
services may be favored by needs 
developing in the homes of mar- 
ried couples—a demand stimu- 
lated by marriages which hit un- 
usually high rates from 1948 


through 1950. 

True, Americans spend only 
about 12% of their Disposable 
Income on consumer durables, 
But payrolls for this particular 
classification exceed those for 
any other. 

Last moment data give us the 
impression that high prices and 
taxes are still squeezing the con- 
sumer to a point where manage- 
ment must exert all its ingenuity 
to overcome buyer resistance, 
Personal Savings figures disclose 
large areas where tests can be 
made to determine the effective. 
ness of price policies, credit fa- 
cilities and other aids to stimulate 
activity. 

In the excitement of rising 
prices and inflation, little is heard 
of the bridge which used to con- 
nect American business and con- 
sumers during the ’20s and 30s. 
It is time again to give more 
thought to reducing unit profit 
margins in the hope of increasing 
over all profits by mass produc- 
tion and mass sales. Changes in 
style, lower prices, fewer gadgets 
and narrower profit margins are 
likely to be the answer to volume 
business for the next twelve 
months. 





The Growing Pacific 
Northwest 





(Continued from page 681) 


equipment heading, we find the 
biggest single operator in this field 
to be the Pacific Car & Foundry 
Co., with plants at Renton, and 
Everett, Washington. This com- 
pany builds freight cars, motor 
trucks, and lately has swung into 
production of large, steel storage 
tanks. Exact figures on its plant 
investment and annual output are 
not available, but one Government 
source describes Pacific as “‘some- 
thing more than major” in its 
chosen field of enterprise. 

Minus coal, petroleum and natu- 
ral gas, the Pacific Northwest has 
for some time looked to its streams 
—through hydro-electric power—to 
solve most of its fuel problems. 
There is no coal—bituminous or 
anthracite —in the region. How- 
ever, there is a reasonably abun- 
dant supply of manufactured gas, 
most of its made from residual 
fuel oils. To the East, mostly in 
Idaho, are almost inexhaustible 
peat beds, but at this time extrac- 
tion is an expensive process. 

Natural gas, sooner or later, 

(Please turn to page 710) 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Montana Dakota 
Utilities Company 

“Please report the operating area of 
Montana-Dakota Utilities Company, re- 
cent earnings, and oil developments.” 

B. Z., Caldwell, N. J. 

Montana-Dakota Utilities Com- 
pany operates a natural gas and 
electric public utility business in 
Montana, Wyoming, North Da- 
kota and South Dakota, where its 
service area embraces the boom- 
ing Williston Basin oil develop- 
ment region. The company has 
approximately 90,000 acres of 
land under lease or operating 
agreement in the Little Beaver 
and Pine area fields in the Cedar 
Creek trend where recent tests of 
a Shell Oil Company well on com- 
pany property indicated potential 
in excess of 400 barrels a day. 

This new discovery is signifi- 
cant inasmuch as it is the third 
new oil field in the Cedar Creek 
trend and is 53 miles southeast 
of Shell’s Pine field in this same 
trend. 

Net earnings of Montana Da- 
kota Utilities Company for the 
six months ended June 30, 1952, 
increased 25% over earnings in 
the first half of 1951 and gross 
operating revenues were up 17%. 

The company’s earnings, which 
reflected a $13,250 loss sustained 
by a subsidiary, Knife River Coal 
Mining ompany, were $1,391,140, 
compared with $1,107,00C0 in the 
six months of 1951 when Knife 
River showed a profit of $18,909. 

After preferred dividend re- 
quirements at $223,008, the latest 
half-year earnings were equal to 
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79.7 cents a share on 1,465,536 
shares of common stock outstand- 
ing. After the same preferred 
dividends, the 1951 six month 
earnings were equal to 67.8 cents 
on 1,302,698 shares of common 
stock then outstanding, or to 60 
cents a share on the basis of 
common now outstanding. 

Operating revenues 
$10,266,094 in the latest six- 
months period, compared with 
$8,738,934 in the first half of last 
year. Of the total, gas revenues 
provided $6,232,446, electric rev- 
enues $3,876,167 and miscellane- 
ous and steam revenues $157,481. 

While the gas revenues were up 
28% from the comparable period 
last year, the unseasonable warm 
weather during the second quar- 
ter adversely affected the antici- 
pated increase in gas operating 
revenues resulting from the ad- 
dition of 3500 new gas customers 
in the past 12 month period. 

Many of the company’s com- 
munities are experiencing sub- 
stantial growth in connection 
with rapidly expanding oil activ- 
ities. This growth in some areas 
is assuming boom proportions 
typical of newly developed oil 
country. The company’s revenues 
will reflect this increase in the 
future. 

Dividends in 1951 totalled 8714 
cents per share and 6714 cents 
has been paid thus far in the 
current year. 


totaled 


AMERICAN CAR & FOUNDRY CO. 


“Having been a subscriber to your 
Magazine for a number of years I would 


like to receive recent earnings of Ameri- 
can Car & Foundry, company’s backlog 
of orders and prospects over coming 
months.” 


B.K., Los Angeles, Calif. 


Consolidated net earnings of the 
American Car & Foundry Com- 
pany and subsidiaries for the fiscal 
year ended April 30, 1952 amount- 
ed to $7,202,165, equal after pre- 
ferred dividend requirements to 
$8.63 per share on the outstanding 
common stock. This compares with 
net earnings of $2,675,914, or 
$1.08 per share, for the fiscal year 
ended April 30 last year. 

Gross sales for the latest year 
amounting to $173,964,755 repre- 
sented an increase of more than 
40% over the $119,657,304 volume 
reported for the year ended April 
30, 1951. 

The substantial gains recorded 
in sales and earnings were made 
by the company despite its share 
of the troubles in the present era 
in the form of strikes, manufac- 
turing difficulties, shortages of 

materials, rising costs and other 
unfavorable factors. On August 
28 stockholders voted to increase 
authorized common stock from 
600,000 no par shares to one mil- 
lion $25 par shares. Part of in- 
creased common stock will be 
used for a 10% stock dividend, 
payable September 25 to holders 
of record September 5. Balance 
will be held available for use in 
possible acquisition of other com- 
panies. It was stated that the 
company is looking at a number 
of other concerns with thought of 
further diversifying its business. 

Recently, the Chairman of the 
company stated that business out- 
look for American Car & Foundry 
is good. Company wil not be back 
on regular production schedule 
until after October 1 because of 
interruption caused by the steel 
strike. The steel strike was esti- 
mated by the Chairman of the 
Board to have cost the company 
more than $1 million and effects 
of the strike will be felt in the 
second half of the fiscal year that 
began on May 1. Recent backlog 
was about $413 million. 
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The Pacific Northwest 





(Continued from page 708) 


will come into the region via pipe- 
line. Pending before the Federal 
Power Commission are five ap- 
plications to serve the Pacific 
Northwest with natural gas. The 
Pacific Northwest Pipeline Corp., 
of Houston, Texas, proposes to 
spend $179 million to pipe gas 
from the San Juan Basin of New 
Mexico and Colorado into the area. 
Trans-Northwest Gas, Inc., of 
Spokane, wants to bring in gas 
from Alberta, Canada, at an un- 
stated construction cost; The 
West Coast Transmission Co., a 
Delaware Corporation, proposes 
to spend $17,142,000 to pipe gas 
into portions of Washington and 
Oregon; Glacier Gas Co., of 
Butte, Mont., asks to bring natu- 
ral gas into Northwestern Mon- 
tana, Northern Idaho and Eastern 
Washington at an unstated cost, 
while the Northwestern Gas Co., 
of New York City, proposes to 
spend $92 million to give natural 
gas to Idaho, Washington and 
Oregon. These applications have 
been heard and are pending—the 
delay is due to the Canadian Gov- 
ernment’s reluctance to release for 
export natural gas from the Al- 
berta fields. In the meantime, some 
Canadian gas is coming to the 
area via the Montana Power and 
Light Company. 

Not to be overlooked in the 
Pacific Northwest are its fisheries, 
largest in the United States, its 
tourist business, and our Cana- 
dian neighbors in British Colum- 
bia. Fishing and fish canning, 
mostly salmon, brought the region 
$100 million of income in 1951, 
while the annual tourist business 
of Washington and Oregon is esti- 
mated to total $175 million. In 
nearby British Columbia, its econ- 
omy closely tied in with our own 
Pacific Northwest, over $150 mil- 
lion of new production for pulp, 
paper and cellulose manufacture 
is in sight. 





Can Oils Maintain Peak 
Earnings? 





(Continued from page 695) 


better than first six months fig- 
ures indicate and, barring a ma- 
jor labor disturbance, the indus- 
try seems to be facing a good first 
half-year in 1953. 
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For the time being, market 
action of the oil shares is likely to 
be confusing. The group has been 
among the leaders marketwise all 
through 1951 and for the most 
part of the current year. Right 
now, oil issues appear under some 
pressure, engendered perhaps by 
the cartel charges and perhaps by 
the unwarranted belief that the 
world is about to be inundated by 
Iranian oil. This is an exagger- 
ated fear. Unless Russia should, 
in one way or another, step into 
the Iranian situation—and in that 
event, none of the oil would come 
here—Mr. Mossadegh’s oil is 
frozen in his country for lack of 
tankers. The Anglo-Iranian Oil 
Co. took its fleet of 160 owned 
tankers and another 160 of char- 
tered tankers with it when it left 
Iran. Incidentally, this fleet could 
carry in one load all of the oil that 
Iran now has stored. But to re- 
turn to the oils, marketwise. They 
still appear to be attractive from 
the standpoint of income return 
and long-term potentials, although 
their present sluggishness may 
suggest patience, awaiting sell- 
offs before making commitments. 





Foreign Trade Problems 
Faced by American 
Companies 





(Continued from page 688) 


The Mutual Security Agency 
has come up with one answer to 
insure against loss by expropria- 
tion on blocked exchange. Under 
the program originally adopted 
by E.C.A., $200 million has been 
appropriated to guarantee the 
American investor that he will 
receive up to 75% of the original 
investment. Fourteen nations al- 
ready have signed agreements 
with the U. S. guaranteeing they 
will not expropriate capital in- 
vestments nor withhold earnings 
through exchange controls. Of 
the $50 million of private capital 
now insured, covering such plants 
as a Venetian blinds factory in 
the Netherlands and an oil refin- 
ery in Italy, two companies (Fire- 
stone Rubber and Otis Elevator) 
have taken out insurance against 
expropriation in Western Ger- 
many presumably to guarantee 
against the danger of any possible 
seizure by the Russians. 

There are numerous other im- 
portant hindrances reducing the 
attractiveness of foreign invest- 
ment to other U. S. corporations. 





One of the more realistic compari- 
sons sometimes is the lower re- 
turn on the capital involved. 

Searcities of trained personnel 
and labor difficulties have become 
increasingly worrisome to the for- 
eign investor, frequently thwart- 
ing attempts to set up business 
abroad. In many countries labor 
unions depend more upon legisla- 
tion to obtain their objectives 
than collective bargaining as in 
the U. S. Because of the strength 
of the unions in France, for ex- 
ample, the law encourages labor 
representatives to become direc- 
tors of certain corporations. 

The intractable inflationary 
pressures abroad, the non-con- 
vertibility of exchange and the 
instability of currencies as a 
whole caused many American 
companies in the past to suffer 
large losses, as experienced fol- 
lowing the wave of 1949 devalu- 
ations. Another deterrent to the 
outflow of private capital is the 
retarded economic development 
characteristic of many countries. 

Fully aware that private in- 
vestment is the most plausible 
substitute for supplanting U. S. 
dollar gifts when M.S.A. is finally 
terminated, our government has 
been working in many spheres to 
help develop the backward areas 
of the world so that one day 
American corporations may carry 
on the task. Under the Point IV 
program, 38 countries have re- 
ceived technical assistance for 
development projects, many of 
which have been jointly sponsored 
by private enterprise. Already it 
has inspired non-government ven- 
tures by presenting a more close- 
ly-knit understanding between do- 
mestic and foreign business. 

In addition, the International 
Bank for Reconstruction and De- 
velopment and the Export-Import 
Bank have encouraged investment 
overseas by tying many of their 
loans to the willingness of foreign 
countries to finance part of their 
undertakings with private capi- 
tal. Still other new channels are 
now being opened to facilitate the 
movement of private capital 
into productive enterprise over- 
seas. It is the hope of the U. S. 
to eventually double the amount 
of capital invested by American 
industry to $2 billion annually 
through such additional means as 
international development com- 
panies, investment trusts, insur- 
ance companies and the proposed 
International Finance Corpora- 
tion as an affiliate of the Inter- 
national Bank. 
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...the man who labors with tools should respect 
the labor which provided them for his use... 


‘THE RECENT LABOR DISTURBANCES in steel, rails, 
oil and communications disclosed the need of a 
better understanding of what makes a free economy 
tick. Management was often pictured as an enemy 
of the workingman. The shareholder-owner was 
ignored entirely in the negotiations. 


Why should this be? 


What are the elements of the free society we call 
America? 

Exchange of goods and services is one element. 
You grow for me 10 bushels of wheat and I offer 
you in exchange a pair of shoes I have made. You 
do not need the shoes just now; you want a shirt, 
some smoking tobacco and a tank full of gasoline. 

So I give you a certificate which says you have 
coming to you upon demand 10 bushels of wheat 
or its equivalent. This certificate or due bill, which 
had been given to me in return for my labor, de- 
clares to the world that you did work for someone. 

That receipt for work done we call money. 

The cold and sober fact is that money repre- 
sents work. 

Suppose you get along without the shirt and 
smoking tobacco. You save that part of your labor. 
You cannot bear to see it idle. So you put it to 
work. In a highly organized society like ours, you 
can do this best by helping to buy a company’s 
tools and facilities, such as shops, trucks, gener- 
ators, typewriters. For this, you get a share of stock. 

Your labor, therefore, which was performed in 
the past now works today. It is not buried in a 
napkin, but rented out as the Master approved with 
high praise. 


Now, here is the head and front of the whole 
matter: The man who labors with tools should re- 
spect the labor which provided them for his use. 


‘Tue AMERICAN WoRKER is neither mean nor selfish. 
He would not borrow, use, help wear out his neigh- 
bor’s lawnmower without offering to pay his part 
of the cost and its upkeep. Nor ride daily to work 
in his neighbor’s car without thought of his obliga- 
tion. Here, the relationship between tool-provider 
and tool-user is clear and simple. But when the 
same neighbor invests, in a share of the tools of a 
corporation, the same amount of money he paid 
for the mower and automobile, the trouble begins. 

This relationship becomes foggy, vague, and 
seems unreal. 

In too many wage disputes the workingman does 
not recognize his fellow-workingman as an investor. 
Instead, he hurls his thunderbolt at management. 
Yet management is in reality the workingman’s best 
friend because it is protecting the fruits of labor. 

This is the season when the voice of the orator 
is heard throughout the land extolling the glories 
of free America. He will sing of its political free- 
dom; he will forget to remind us that political 
freedom, without economic freedom, is as nothing. 

Economic freedom is the right to exchange our 
goods and services in a free market, and to have 
and to hold any profit that results from such ex- 
change. The speaker could go further and tell us 
in words of one syllable that an unfair attack upon 
investment and property is an attack upon labor, 
and is as short-sighted and selfish as to use a neigh- 
bor’s mower or automobile without, at least, a ges- 


ture of neighborly compensation. 


This message is reprinted from Service, a magazine published by 
Cities Service Company, for its employees, stockholders and customers, 
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When Will Movies Get Off 
the Floor? 





(Continued from page 699) 


field with its corps of popular 
vocalists. 

Columbia Pictures also has been 
making pictures for TV, as have 
some of the others, but just 
how profitable this business 
will be is something that is yet to 
be determined. Columbia, by the 
way, seems to have been the vic- 
tim of adverse factors not of its 
own making. “The Death of A 
Salesman”, acclaimed by critics as 
a “hit”, came out something dif- 
ferent measured by box office re- 
ceipts. It will soon release “The 
Happy Time,” which is _ confi- 
dently expected to prove a draw 
and some big things are expected 
of the Rita Hayworth releases. 
Columbia consequently, may do 
considerably better during the 
current fiscal year compared with 
results for the year ended June 
30, last. Figures for that period 
have not yet been issued, but esti- 
mates place earnings just a little 
over $1 a share, whereas in the 
1950-51 year earnings equalled 
$1.86 a share. 

Warner Bros. will probably re- 
port about $1.85 a share for the 
year ended August 31, last. Its 
production schedule for the cur- 
rent year provides for 24 class A 
pictures of which approximately 
18 will be in color, a few being in 
Warner Color, a process of its own 
introduced during 1952. 

Unquestionably, the advent of 
television and the fast growth 
which it registered caught the mo- 
tion picture industry in a state of 
somnolence. Perhaps they thought 
TV was just a fad. They know dif- 
ferently now. Some of the com- 
panies are planning on getting 
into TV in one way or another. 
Paramount, for example, has a 
half-interest in Chromatic Tele- 
vision Labs which is working on a 
color television tube. By next year 
it is expected that the company 
will begin tests of a home sub- 
scription system of showing mo- 
tion picture films on television. 
Experiments in this field are being 
carried on by the International 
Telemeter Corp., also 50% owned 
by Paramount which continues to 
hold 26% of DuMont Labora- 
tories. 20th Century-Fox is pro- 
ceeding with its efforts to develop 
its Eidophor color television sys- 
tem, a Swiss patent, for use on 
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large screens in theatres for which 
it has world-wide rights. 

Joining in with the industry’s 
attempts to benefit from TV busi- 
ness, United Paramount Theatres 
is working on the belief that there 
are great potentialities in the use 
of theatre TV for industry, con- 
ventions, other gatherings as well 
as for mass education. These are 
all developments that are now 
more or less in the embryo. They 
promise great things perhaps for 
the future. 

Foreign business so far this 
year has been contributing sub- 
stantially to operating revenues. 
Income from abroad, for the first 
six months, showed an improve- 
ment over the record figures of 
1951, and for the current year are 
likely to represent close to 50% 
of total revenues. The industry 
has about $11 million in Japan, 
frozen there since Pear] Harbor, 
which is expected soon to be re- 
leased. European producers con- 
tinue their efforts to compete with 
Hollywood. The latest move is the 
“ganging up” of French, Spanish, 
Italian and German producers in 
a co-operative plan by pooling 
cash, lead players, and equipment 
for producing feature films with 
dialogue in the language of the 
country in which the pictures 
would be shown. 

Recently, the Department of 
Justice instituted an anti-trust 
suit against the motion picture 
producers for the obvious purpose 
of forcing them to make their films 
available to television. Some of 
these films, from the owner’s 
standpoint, are invaluable. Only 
recently a re-release of “King 
Kong” grossed more than some of 
the newer productions. ‘Snow 
White and the 7 Dwarfs”, even 
though it was first released more 
than 12 years ago, is always good 
for a substantial box office ‘‘take”’ 
when rerun. And there are many 
others of equal value. What price 
would a TV network be willing to 
pay for these productions? There 
are some, outside the industry, 
who greeted the news of the suit 
with a great amount of “whoop- 
la”, thinking it amounted to a 
windfall for the producers. For a 
bankrupt company or for one in 
dire need of cash in an effort to 
survive, yes, but the industry is 
not bankrupt. Being forced, under 
duress, to sell its stock in trade 
would be a calamity, not a wind- 
fall. The absurdity of the action 
by the government will, no doubt, 
dawn upon the legal minds in the 
Department. The need for good 





pictures for TV viewers will prob- 
ably lead to negotiations on a 
business-like basis with the pro- 
ducers, to the benefit of both par- 
ties to the transactions. 

Some of the producers have 
other things to concern them, 
aside from their efforts to make 
some profits from their picture 
producing business. There is the 
matter of complying with Govern- 
ment orders to strip themselves of 
their theatre holdings. Right now, 
20th Century-Fox is busy with the 
process of shedding its theatre 
properties. Possibly, this will be 
a completed task by the end of this 
month, but tax problems which 
have delayed the accomplishment 
in the past may again be a delay- 
ing factor. RKO appears to have 
carried out its Government orders. 
The company now has 95 theatres 
and all that it has to do is to rid 
itself of a minority interest in one 
company. Loew’s has until 1954 
to carry out its shedding program. 
It must sell 24 theatres and form 
a separate company to own and 
control the remainder of its hold- 
ings of 100 or more film theatres. 

Marketwise, the entire list of 
motion picture issues is depressed. 
With the exception of Paramount, 
currently priced midway of its 
1952 high-low levels, they are 
selling close to or at the year’s 
low. The high yields on those is- 
sues on which dividends are being 
paid indicate the speculative char- 
acter of the shares as well as the 
uncertainty as to dividend main- 
tenance. 





Outlook for Three 
Transportation Groups 





(Continued from page 696) 


the past decade. The barrier is 
high operating costs, reduced mail 
revenue and restricted passenger 
fares. American Airlines, for in- 
stance, despite record operating 
revenues of $86.8 million for the 
first half of the current year—up 
$10.3 million from the first half of 
1951—came through this year’s pe- 
riod with net income of only $5 
million, compared with $5.7 mil- 
lion last year, or 68 cents a share 
against 79 cents for the first six 
months of 1951. Eastern Air 
Lines didn’t do any better. Al- 
though gross revenues in the six 
months to June 30, last, were up 
by $7.3 million to $59.1 million 
from 1951 half-year figures, net 
income fell to 66 cents a share 
(Please turn to page 714) 
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Outlook for Three 
Transportation Groups 





(Continued from page 712) 


from $1.35 realized in the 1951 
first half-year. 

The pattern of rising revenues 
and declining net holds for Trans 
World Airlines, also. Despite a 
rise of about $4 million in opera- 
ting revenues net income dropped 
to $1.9 million, or just about half 
of the $3.8 million reported for 
the six months to June 30, last 
year. The latter figure produced 
$1.57 per share earnings whereas 
the 1952 first-half year record 
was 53 cents a share. Neverthe- 
less, the company is making prog- 
ress from a fundamental stand- 
point. 

Moving in somewhat an oppo- 
site direction, United Air Lines 
for the first half-year showed per 
share earnings of $1.43, up by 22 
cents from results in the corre- 
sponding period of 1951. The rel- 
atively small gain in net is in 
contrast to a $15.8 million growth 
in operating revenues. 

In the beginning, air lines 
looked to passenger and air mail 
business as the chief sources of 
revenue. However, express and 
freight traffic has been develop- 
ing with considerable rapidity as 
a steady and substantial source of 
income. American Airlines with 
an eye on this business is extend- 
ing its freight service by opening 
a new air freight terminal at the 
Buffalo municipal airport. This is 
believed to be the forerunner of 
a number of additional terminals 
at strategic points along the air 
routes of not only American, but 
other domestic trunk lines. Trans 
World Airlines has resumed 
weekly all-cargo flights between 
New York and Paris and way 
stops. A trend that might produce 
distinctly constructive develop- 
ments for the air lines is the 
possible merger of some of the 
smaller flight operators with the 
major trunk lines. At the moment 
Eastern, Trans World, National 
and other of the larger companies 
are engaged in merger discus- 
sions with lines which would fit 
in with their operations. 

A major problem confronting 
the industry is facilities for han- 
dling the equivalent of day-coach 
trafiic—mass transportation—at 
a rate of fare that would return 
a profit. As it is, passenger fares 
now are less than one cent a mile 
above rates prevailing back in 


714 


1946. Considering current high 
wage scales and the greater costs 
of flight operations, it is difficult 
to see how the lines can carry 
coach-class passengers at lower 
rates than those now charged. 
Moreover, air line revenues ap- 
pear to be under the threat of 
some sort of government supervi- 
sion. This is aside from rate reg- 
ulations; it involves the possi- 
bility that the government may 
dictate what disposition the air 
lines may make of their revenues. 
The air lines industry passed its 
silver anniversary a year ago, but 
it is still tied to the paternal 
apron-strings which is something 
that handicaps the industry’s im- 
mediate outlook. 

Urban and inter-urban bus line 
operators continue to be plagued 
with a series of problems. These 
include high operating costs, in- 
creasing taxes and greater com- 
petition from automobiles. 


The Bus Companies 


Where passenger volume is 
holding up and increased fares 
are in effect some lines are man- 
aging to realize earnings for the 
current year about equal to 1951 
results. In most instances, how- 
ever, the line of demarcation be- 
tween profit and no profit is pretty 
thin. An exception to this is New 
York City Omnibus Corp., oper- 
ating in the thickly populated city 
of New York. Revenues of the 
company have held fairly steady 
for some time, those for the first 
half of 1952, amounting to $12.1 
million compared with $12 mil- 
lion in the first half of last 
year. The actual gain—approxi- 
mately $102,000 — however, pro- 
duced only about $2,000 more in 
net income, with the final result 
being equal to $1.22 a share, the 
exact amount earned in the pre- 
vious year’s period. 

Greyhound Corp., the giant of 
the long-distance-line operators 
continues to grow larger. In 
transactions just completed with 
the Union Pacific and the Chi- 
cago & Northwestern railroads, 
Greyhound, by paying out 22,247 
shares of its 414% preferred 
stock and something like $5.2 mil- 
lion in cash, is taking over the 
Interstate Transit Lines and the 
Union Pacific Stages, Inc., as of 
October 1, this year. The latter 
line runs from Salt Lake City 
to the fast growing northwest, 
including Portland and Spokane. 
The Interstate system out of Chi- 
cago extends to Los Angeles, via 





Omaha and Salt Lake City. Both 
lines are expected to add substan- 
tially to Greyhound’s revenues. 
Business of the company held up 
close to 1951’s first half year for 
the six months to June 30, last. 
While second quarter revenues 
were under the 1952 quarter by 
$2.5 million net profit, after taxes, 
of 31 cents a share were only 
three cents less than for the 
quarter ended June 30, 1951. Ap- 
parently, management has estab- 
lished a firm hand on expenses 
and with passenger revenue in 


‘the final half-year paralleling 


1951 volume, Greyhound should 
be able to show an improvement 
in net over last year’s results. 


Shipping Companies 


American shipping lines which 
had been doing quite well 
throughout most of the current 
year may be veering toward a 
period of comparative slackness. 
While summer tourist trade was 
in good volume there is mounting 
evidence that the bulk cargo busi- 
ness is beginning to thin out. The 
government has withdrawn from 
service and laid up about 450 
ships that were being operated 
by the shipping companies for 
the National Shipping Authority. 
This action was laid to the sharp 
cutbacks in foreign aid exports. 
Nevertheless, there has been a 
slump in bulk cargo business and 
charter rates for Victory and Lib- 
erty ships have been declining. 

The air line operators, having 
already made inroads on over- 
the-ocean travel, are making even 
more direct efforts to expand this 
segment of their business. These 
are factors to which investors and 
potential investors in shipping 
stocks should weigh, taking into 
consideration also that the ship- 
ping business is surrounded and 
entangled by a web of Federal 
laws. Just before the 82nd Con- 
gress adjourned it enacted 30 bills 
affecting the shipping industry. 





Machinery and Machine Tool 
Prospects 
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values or to impressive earnings, 
which may prove’ temporary. 
Some stocks of companies stress- 
ing conveyors and other types of 
labor-saving equipment which 
may have a greater usefulness in 
civilian production than tools de- 
(Please turn to page 716) 
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Prospects 
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signed primarily for armament 
work command higher appraisals. 
Moreover, the constant need for 
improving production facilities to 
counteract rising labor costs is a 
stimulating factor. 

In appraising stocks under re- 
view in this classification it is 
necessary to take into account the 
fact that manufacturers of indus- 
trial machinery are included with 
concerns engaged chiefly in mak- 
ing only machine tools. It is im- 
portant, therefore, that the in- 
vestor know the type of products 
manufactured in evaluating a 
company’s earning power and di- 
vidend record. The accompanying 
tabulation presents the latest 
available statistics for represen- 
tative tool and machinery pro- 
ducers together with comments on 
earnings and dividend prospects 
for 1952. 

Operations of machinery mak- 
ers have been hampered little by 
the prolonged steel strike. Major 
concerns held large inventories of 
raw materials and held high pri- 
orities on available supplies in 
warehouses. Moreover, large ma- 
chine tools require weeks or 
months in production, inasmuch 
as a high degree of accuracy is 
essential. Hence, actual consump- 
tion of steel is relatively small in 
relation to the final cost of the ma- 
chinery. With the resumption of 
steel production, raw materials 
should prove abundant and con- 
tribute to record shipments of fin- 
ished goods. 

Machinery shipments have been 
climbing steadily for several years 
in responding to the urgent de- 
mands of the military. Sales of 
manufacturers (exclusive of elec- 
trical equipment) were running at 
a rate averaging above $2,000 
million monthly in the first half 
of this year, according to govern- 
ment statistics. This showing 
compared with an average of al- 
most $1,800 million a month in 
the first half of 1951 and with 
about $1,200 million monthly two 
years ago. Indications are that 
peak sales may be reached in 
October or November at about 
$2,500 million a month. Shipments 
for this year are destined to reach 
an all-time peak at approximately 
$27,500 million. 

Meantime unfilled orders have 
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turned downward after reaching 
a high of $11,380 million, or about 
six months’ production, in Janu- 
ary. This total compared with 
$7,394 million in January 1951 
and with only $2,852 million at the 
end of the first month of 1950. 
Indications are that the backlog 
may gradualy shrink to a level of 
$2,500 million or slightly more. 
This downward adjustment may 
not be so precipitate as was the 
case early in World War II when 
war plants concentrated on pro- 
duction of armament instead of 
attempting to satisfy both mili- 
tary and civilian needs. Currently, 
manufacturers are endeavoring to 
continue normal production of 
consumer goods while segregating 
defense orders in new plants or in 
facilities formerly operated for 
the Army or the Navy. The total 
manufacturing facilities in use, 
therefore, are much greater than 
a decade ago. 

Because of space limitations it 
is impractical to discuss individ- 
ual companies at length in this 
review. Brief observations may be 
helpful, however, in evaluating 
stocks of representative com- 
panies. Babcock & Wilcox and 
Foster Wheeler produce heavy 
equipment utilized in public util- 
ity power plants, in oil refineries 
and in large industrial installa- 
tions, but their volume is not de- 
pendent primarily on the defense 
effort. Earning power may be sus- 
tained better than in the case of 
concerns such as the Bullard Co., 
Cincinnati Milling, National 
Acme, Niles-Bement-Pond and 
Van Norman Co. These companies 
place greater emphasis on lathes, 
cutters and other precision-made 
machines required by aircraft 
and automobile manufacturers 
whose plants have been stimu- 
lated by war orders. 

Another group of manufactur- 
ers making special types of ma- 
chinery utilized in production of 
consumer goods may not be much 
affected by defense business. 
These concerns include American 
Machine & Foundry, Ex-Cello-O, 
Joy Manufacturing, L. S. Starrett 
and U. S. Hoffman Machinery. 
Manufacturers of earth-moving 
machinery have felt the beneficial 
effect of construction of new 
plants for the defense program, 
but they should also fare well 
over the next few years in exten- 
sive road-building projects. Such 
companies include Bucyrus-Erie, 
Chicago Pneumatic Tool, Ingersoll 
Rand, Caterpillar Tractor and 
Gardner-Denver. 
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larity of the group with investors. 

The small regard which today’s 
market pays to book values is il- 
lustrated by Table I. With very 
few exceptions, these stocks are 
available at discounts from book 
value as high as 100%. 

In Table II, on the other hand, 
we have listed some of the strong- 
est investments. Most of these 
stocks sell at prices considerably 
higher than book value. Allied 
Chemical at 76 sells at more than 
double book value; Aluminum Co. 
of America about 40%; Johns- 
Manville about 80%, and Stand- 
ard Oil of New Jersey, about 
60%. Most of the other stocks in 
Table II sell at similar ratios to 
book value. 

Test +2 Ratio of Earnings to 
Stock Price—Since the war, the 
ratio of earnings to stock price 
has been even less a dependable 
barometer of future values than 
in the twenties. The best class 
of stocks today sell at a normally 
high ratio of earnings to market 
price. This is true, notwithstand- 
ing that the ratio may change 
moderately in accordance with 
market conditions. 

General Electric, for example, at 
the current price of about 63 is 
selling at almost 16 times its es- 
timated earnings for 1952. Last 
year, at its high of 6414, it sold 
at 13 times its earnings of $4.79 
a share. Accordingly, it is signifi- 
cant that the market values the 
lower earnings of General Elec- 
tric this year at about the same 
price as it did the higher earnings 
of 1951. 

A comparison with Westing- 
house is informative. The latter 
is now selling at about 41 or ten 
times its estimated 1952 earnings. 
Last year with a high at about 
the same price of 41, the stock 
also sold at a ratio of ten times 
earnings. Obviously, General Elec- 
tric’s earnings are valued consid- 
erably more than those of West- 
inghouse. 

Based on the older concept that 
10 times earnings represented a 
norm for stock prices, it would 
seem that Westinghouse should 
be more attractive than General 
Electric. Yet the market says dif- 
ferently. This is by no means 
an indication that Westinghouse 

(Please turn to page 718) 
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"ANNUAL REPORT 1952 


INTERNATIONAL MINERALS & CHEMICAL CORPORATION 
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INTERNATIONAL 
MINERALS & CHEMICAL CORPORATION 
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1952 
$84,570,447 


$ 9,678,251 


$ 3,025,000 
31.26% 


$ 6,653,251 
7.87% 
$ 2.90 


$ 3,389,987 
$ 1.60 


$ 2,869,944 


$27,879,094 
6.4 to | 


$10,059,531 
$12,100,000 
$86,195,953 
$69,055,317 
$59,222,317 


10,947 
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$66,257,884 
$ 9,639,130 


$ 3,125,000 
32.42% 


$ 6,514,130 
9.83% 
$ 3.06 


$ 3,033,624 
$ 1.60 


$ 3,087,186 


$30,618,768 
10.6 to 1 


$ 5,227,061 
$12,875,000 
$76,279,77 | 
$60,342,535 
$50,509,535 


9,538 


A copy of the 1952 Annual Report may be obtained upon request to the General Office: 20 North Wacker Drive, Chicago 6 


or to the Corporate Office, 61 Broadway, New. York 6 
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The directors have declared a regular 
quarterly dividend of 50¢ per share on 
the $12.50 par value Common Capital 


August 28, 1952 


Beatrice Foods Co. 


DIVIDEND NOTICE 


Stock payable October 1, 1952 to share- 
holders of record September 15, 1952. 


William G. Karnes, President 

















INTERNATIONAL 
SHOE 
COMPANY 


St. Louis 


166 
CONSECUTIVE DIVIDEND 
Common Stock 


A quarterly dividend of 60¢ per 
share payable on October 1, 
1952 to stockholders of record 
at the close of business Septem- 
ber 12, 1952, was declared by 
the Board of Directors. 
ANDREW W. JOHNSON 


Vice-President and Treasurer 


August 27, 1952 

















LOEW'S INCORPORATED 


MGM PICTURES - THEATRES - MGM RECORDS 


September 3, 1952 

~3\ The Board of Directors has declared 
a dividend of 20c per share on the 
outstanding Common Stock of the 

NX Company, payable on September 30, 


1952, to stockholders of record at the close of 
business on September 16, 1952. Checks will 


be mailed 
CHARLES C. MOSKOWITZ 


Vice Pres. & Treisurer 





Exide 


BATTERIES 
THE ELECTRIC STORAGE BATTERY 
COMPANY 


208 th Consecutive 
Quarterly Dividend 





The Directors have declared trom the 
Accumulated Surplus of the Companya 
dividend of fifty cents ($.50) per share 
on the Common Stock, payable Sep- 
tember 30, 1952, to stockholders of 
record at the close of business on Sep- 
tember 15. 1952. Checks will be mailed 
H. C. ALLAN, 
Secretary and Treasurer 





Philadelphia, September 5, 1952 


INTERLAKE IRON 


CORPORATION 
CLEVELAND, OHIO 
Dividend No. 33 August 28, 1952 
Ses The Board of Directors has 

this day declared adividend 
of twenty-five cents (25¢) 
per share on the outstand- 
ing shares of common stock 
without par value of this 
Corporation, payable 
September 30, 1952, to 
stockholders of record at 
the close of business Sep- 
tember 16, 1952. The trans- 
fer books do not close. 
i" Checks will be mailed. 

J. P. FAGAN 


Executive Vice President and Treasurer 


























107 Stocks with Price 
Rise of 500% or More! 


Just look at this ten-year record—utility holding 
stock with price rise of 89,900%, textile finisher up 
26,150%, hotel operator up 16,150%, coal company 
up 15,233%, dairy up 11,462%. Ten years ago, these 
companies were little known ‘‘penny stocks.’’ Today, 
a $100 investment in the slowest mover of all is 
worth $11,562! And the same investment in the 
fastest mover is valued at $90,000! This fascinating 
fact-feature in the current issue of OVER-THE- 
COUNTER SECURITIES REVIEW discusses 107 
companies, each with a price rise of 500% to 9400%. 
Al started under $5 a share. 

Start your subscription with this eye-opening 
issue. Your $3.50 brings: 1. One year’s subscription 
to OVER-THE-COUNTER SECURITIES REVIEW, 
only monthly magazine devoted to the huge unlisted 
market. Pocket-sized. Includes Stock Index, cor- 
porate news, utility notes, dividends, earnings, 
mutual memos, Canadian comment, initial public 
offerings and special features. Covers hundreds of 
companies. 2. Copy of DIVIDEND CHAMPIONS 
(300 long dividend payers). 3. Privilege of using 
Free Literature Service—easiest way to obtain 
broker’s reports on unlisted companies. 


For all 3, send only $8.50 to 


Over-the-Counter Securities Review 
Dept. H, Jenkintown, Pa. 
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Rovar TYPEWRITER 
ComPANY. Ine. 


The regular quarterly dividend 
of $1.121% per share for the cur- 
rent quarterly dividend period 
ending October 31, 1952, has been 
declared payable October 15, 1952 
on the outstanding 442% cumu- 
lative preferred stock, series A, of 
the Company to holders of pre- 
ferred stock of record at the close 
of business on September 25, 1952. 

A dividend of 50¢ per share has 
been declared payable October 
15, 1952, on the outstanding com- 
mon stock of the Company, of the 
par value of $1.00 per share, to 
holders of common stock of rec- 
ord at the close of business on 
September 25, 1952. 


ROBERT S. MILLER 
September 10, Secretary 
1952 


——RIYAL=—— 
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stock is not suitable for invest- 
ment, which it actually is, but 
merely that the times-earnings 
ratio is not in itself a reliable in- 
dex. 

On the other hand, the persis- 
tence of a truly low ratio over a 
period of time is significant as it 
indicates general lack of confi- 
dence in the ability of the com. 
pany to maintain earnings on a 
satisfactory level. Thus, stocks 
which sell at something like four, 
five or six times earnings are in 
a doubtful category. Experience 
generally shows that such stocks, 
whether they pay dividends or 
not, are discounting an eventual 
decline in earnings. 

Test #3—Margin of Safety in 
Dividend Yields. The norm of rel- 
ative safety in dividend yields will 
vary with cyclical changes in 
market conditions. At the present 
time, the best stocks yield from 
4 to 6%. Yields above that level 
indicate an area of uncertainty 
which becomes progressive as the 
yields advance. Obviously, a yield 
of 8 or 10% in today’s market is 
a signal of danger to dividends. 

Table I gives a list of 20 stocks 
with yields of 8% and above. This 
test is important, negatively 
speaking, as its application rules 
out from investment considera- 
tion all issues with an inordinately 
high yield. Referring more speci- 
fically to the table, it will be noted 
that last year’s earnings of most 
of the issues were more than am- 
ple to support current dividends. 
Notwithstanding this wide mar- 
gin of earnings over dividends, 
the high yields denoted indicate 
that future earnings in most of 
these cases will probably not pro- 
vide adequate dividend coverage. 

It may be argued that the point 
has little practical value since the 
low market price indicates that 
the discounting process has been 
in operation for a considerable 
period; and that for investors 
aiming at avoiding loss, it would 
have been more satisfactory to 
determine the inception of the 
downward trend in earnings at a 
time when the price of the shares 
was higher, thus enabling hold- 
ers to dispose of the issues at 
better prices than the present. 
The answer to this is that the 

(Please turn to page 720) 
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The five unusually promising stocks — described in 
our previous advertisement—can be bought now 
before they rise to materially higher prices. 


And, at individual bargain levels we will round out 
our three diversified programs with further judi- 
ciously selected securities — in medium and low priced 
ranges... which should be leaders in the selective 
market ahead. 


PROGRAM ONE . . .Stressing Security of Prin- 
cipal — Assured Income of 514 to 8% — 
With Appreciation. 


PROGRAM TWO .. .Dynamic Securities for 
Capital Building with Higher Dividend 
Potentials. 


PROGRAM THREE...Low-Priced Stocks for 
Large Percentage Growth — Where a 
maximum number of shares may be 
purchased with limited capital. 


Certain special situations are now approaching prices 
where we can recommend them soon for outstanding 
capital growth with substantial dividends — likely to 
be increased through year-end extras. Despite the bur- 
dens of current foreign and domestic problems on our 
economy — these companies possess the managerial 
genius and common sense to meet the challenge suc- 
cessfully and profitably. 






A FULLY ROUNDED INVESTMENT 
SERVICE 


You will find that THE FORECAST tells you now 
not only WHAT and WHEN to buy — and WHEN to 
take profits .. . but it also keeps you informed of what 
is going on in the companies whose shares are recom- 
mended in our Bulletins. Each security you buy om 
this advice is continuously supervised so you are never 
left in doubt as to your position. 
You will receive our weekly bulletins keeping you a 
step ahead of the crowd in relation to the securities 
markets, the action of the various stock groups, the 
outlook for business, what is happening in Washington 
. as well as interpretation of the Dow Theory and 
our famous Supply — Demand Barometer. 


STRENGTHEN YOUR ACCOUNT — 
BE SURE TO GET OUR NEW ADVICES 


Enroll now and buy our latest recommendations before 
they score sharp advances. 

Send a list of your present holdings, twelve at a time, 
x0 we can analyze them promptly for you. .. telling you 
what should be retained and which you should sell. 
Using the funds released through sale of weaker issues, 
plus your cash reserves — you can purchase the five 
highly promising situations we have just selected ... 
and can be ready for coming opportunities as we point 
them out to you. 

The coupon below entitles you to an added month of 


service if you ENROLL NOW. 








Wat Coupon ee ae ae ee FREE SERVICE TO OCTOBER 20,1952 0 j= ———————= 
9/20 
Joday. | | THE INVESTMENT AND BUSINESS FORECAST , 
| of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. ; 
e 1 I enclose [J $60 for 6 months’ subscription: $100 for a year’s subscription. I 
Pp O J Pp 
Special Offer (Service to start at once but date from October 20, 1952) i 
: ’ , 4 
MONTHS’ S60 i SPECIAL MAIL SERVICE ON BULLETINS \ 
Air Mail: [1 $1.00 six months: [] $2.00 (J Telegraph me collect in anticipation of 
6 SERVICE i one year in U. S. and Canada. important market turning points...When | 
Special Del‘very: six months to buy and when to sell...when to ex- 

12 MONTHS’ 100 { (1 $8.00 one year. pand or contract my position. I 
SERVICE 5 ! AANA ce iae ce cscs tsa aes b c dasa aa asa ncaa a ap NE pa CoB ate ota ata es ere i 
, : | 1 
Complete service will start at | Address a a dus a eee peice gas Suueuesnes Wekhbdea un baeuen sdadadevadaesuswbaetunasesdhbehnsaguhinehedel aavddssslablcineteusienbulseadotesebind i 
once but date from October 20, | i S , 

Subscriptions to The Forecast City cauwasasdducddsuncedodsidackeumindcadasdducstduasancosdeeebduducevedpinteususodeqauvecsuteddsedas tate Gucainidesda td ciudanneccaaaadae 
is | Your subscription shall not be assigned at List up to 12 of your securities for our 7 
are deductible for tax purposes. ' any time without your consent. initial analytical and advisory report. i 


SEPTEMBER 20, 1952 
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18 Stocks That Meet Today’s 
Investment Needs 
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classification of stock does not 
change with variations in earn- 
ings over a period of a year or 
two, and that these stocks conse- 
quently were not true vehicles of 
investment even when earnings 
were higher. That they are now 
selling at lower prices is only in- 
cidental to this fundamental fact. 
It only emphasizes that stocks of 
this type should be avoided as 
vehicles for investment. 

This brings us to the fourth and 
final test. 

Test +4—Growth Stock Char- 
acteristics. Having described the 
classes of stocks to avoid and the 
reasons for this classification, we 
can now go forward to analysis of 
the conditions that must be met 
in order to satisfy the ultimate 
test of sound investment in to- 
day’s markets. In general, this 
may be stated as the test of or- 
ganic corporate growth. The most 
successful common stock holdings 
in recent years, such as those 
listed in Table I, have represented 
companies of dynamic growth. 
Among the most typical of these 
are: American Cyanamid, Ameri- 
can Viscose, Gulf Oil, Mathieson 
Chemical, Food Machinery & 
Chemical, National Lead, Phillips 
Petroleum, Scott Paper, Sylvania 
Electric Products and Union Car- 
bide. 

The distinguishing characteris- 
tic of these companies, and the 
others listed, has been the wide 
extent of research especially in 
the past decade. This has provided 
an ever-widening base for new 
products and new techniques of 
manufacture. Sylvania Electric, 
for example, has seven laborato- 
ries in operation. Gulf and Phil- 
lips are spending millions on re- 
search, especially in petro-chemi- 
cals. Food Machinery & Chemical 
has spread rapidly into the chemi- 
cal field. All the others mentioned 
are equally active in this respect. 

This is the principal factor in 
the rise of these stocks during the 
past decade, a rise which has been 
uninterrupted only temporarily, 
regardless of general market con- 
ditions, indicating that investors 
have been accumulating these is- 
sues as long-term holdings. Logi- 
cally, they have attracted the lar- 
ger investors such as investment 
trusts and other institutional buy- 
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ers who are influenced only by 
long-term considerations. 

Above all, is the fact that earn- 
ings are retained only to be em- 
ployed in enlarging the scope of 
these company’s activities. The 
table indicates the amounts used 
for these purposes over the past 
decade. They should be compared 
with the growth of property val- 
ues which shows that emphasis is 
on expansion rather than reten- 
tion of liquid assets. 

Essentially “growth” stocks are 
characterized by the following: 

(1) those devoting a large pro- 
portion of their retained earnings 
to broadening their markets. 

(2) those that expand their po- 
tentials by acquiring other estab- 
lished companies in the same or 
allied lines. 

(3) those that are developing 
entirely new lines through re- 
search. 

A final test is whether these 
stocks conform to “dollar averag- 
ing,” the method whereby the 
same stock or stocks are pur- 
chased on a regular plan over a 
period of years and in all kinds 
of markets, whether high or low. 
This is the method used by large 
institutional buyers, and has prov- 
en a sound one inasmuch as it is 
operative in all kinds of markets. 
Necessarily, stocks purchased in 
“dollar averaging’? must be of 
high quality. 





As I See It! 
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resistance to destroy the rest of 
the world. There will be no war. 
Peace will bring enough work for 
all, and keep men busy in rebuild- 
ing for generations to come—re- 
store liberty, and set new and bet- 
ter standards of living for human 
beings everywhere. 





Market Under New 
Pressures 





(Continued from page 675) 


increasing holdings of fixed-in- 
come securities and defensive- 
type income equities. The wisdom 
of that general course seems in- 
creasingly apparent. Where re- 
serves are ample, this policy does 
not preclude special-situation buy- 
ing as opportunities — always 
dealt with elsewhere in the Maga- 
zine—develop from time to time.— 
Monday, September 15. 











BOOK REVIEWS 


THE THEORY OF INVESTMENT 
OF THE FIRM 


By FRIEDRICH and VERA LUTZ 

This book is largely an application 
of the theory of capital to the in. 
dividual firm, following in the tradi- 
tion of K. Wicksell and F. A. Hayek. 
It constitutes an extension of the 
theory of production, as developed by 
E. Schneider and S. Carlson, to include 
the time element. Taking the items 
contained in the balance sheet of the 
typical manufacturing firm, it analyzes 
the determinants of the types and 
amounts of assets in which the firm 
will invest, and the proportions in 
which it will draw its funds from 
alternative sources. 


Princeton University Press $4.00 


CAPITAL BUDGETING 
By JOEL DEAN 


The first part of the book discusses 
systematically the general analysis that 
should underlie sound capital budgeting 
procedures. These chapters concern 
demand for capital, supply of capital, 
and capital rationing. Following chap- 
ters discuss specific kinds of capital 
expenditures and take up the problems 
of measuring the worthiness of invest- 
ment proposals when company strategy 
and business cycle fluctuations are 
taken into accounts. These chapters 
concern classification of capital expen- 
ditures, replacement investments, ex- 
pansion investment, and cyclical policies 
on capital formation. 

Based on the author’s consulting 
experience with a number of large 
enterprises, Capital Budgeting is the 
first analysis of this vital top-manage- 
ment problem that ties economic ideas 
to the practical setting. 


Columbia University Press $5.00 
MORE CERTAINTY — FOR YOU 


One who approaches his problem 
(selling or anything else) in the man- 
ner outlined in this book will neither 
fear nor doubt. His efforts will be 
directed toward making his prospective 
customer happy, and this brings his 
own success and happiness. There is 
no such thing, the author says, as a 
tough sale; you just approach it as 
an easy one, and More Certainty — for 
You clearly shows you how to do this. 

In this volume are the keys which 
open the doors to certain powers of ac- 
complishment — powers which are na- 
tive to all of us. It contains the dynamic 
and original material of a man with 
a wide and pertinent background. It 
is not a digest of the opinions of others. 


Exposition Press Inc. $2.00 


DEFENSE WITHOUT INFLATION 
By ALBERT G. HART 

This book will help the reader foresee 
and plan for the difficult days ahead. Its 
recommendations will also help leaders 
in business, government, and education 
to lend their influence against short- 
sighted and selfish policies and for the 
wise measures which, even under the 
strains of major defense outlays, can 
keep our economy healthy and maintain 
and even improve our standard of living. 


The Twentieth Century Fund $2.00 
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Bethe. Recently, we received a renewal check from a_ retired woman investor 
_ = in Brooklyn, N. Y.... whose investments we have supervised continuously 
ge since 1935. In extending our personai counsel for the 18th consecutive 
year she states: 
=e “Tam indeed glad to be with you... 1 have been anxious regarding things in 
general but always got comfort from the fact INVESTMENT MANAGEMENT 

ill SERVICE was at the back of me.” 
retin Certainly there is just cause for concern in these times of shift and change 
pon —with many evil forces loose around the world—but you, too can enjoy the 
prices ease of mind expressed by this client in regard to your investments .. . and 
roblems the substantial income and profit resulting from our supervision. 
gp 3 Since 1935 we have had markets of every type...in peace and conflict— 
ooo during prosperity and recession. There have been numerous and drastic 
ts, ex. changes in the fortunes of companies, industries and countries. There 
en have been alterations in our standards of living, the value of our dollar 
— and our government policies. 
a Yet, year after year, we have earned the renewal of this client and others, 
: on the basis of productive results achieved ...a true reflection of our 

$5.00 capabilities for serving you. 
all So that you may recognize any weakness in your account, Investment Man- 
2 man- agement Service now offers to prepare a preliminary review of your security 
gel holdings entirely without obligation—if they are worth $20,000 or more. 
- Our survey will point out various of your less attractive holdings, and some 
as r of your securities to be retained only temporarily. It will tell you how our 
thes Ps personal supervision can assist you to strengthen your diversification, income 
ses and the enhancement possibilities of your account. We will evaluate your 
hog cc list and quote an exact annual fee for our service. 
—_ Merely send us a list of your securities. Give the size of each commitment 
~ l and your objectives. All information will be held in strictest confidence. This 
$2.00 offer is open only to responsible investors who are interested in learning 
ION more about our investment counsel. 
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a INVESTMENT MANAGEMENT SERVICE 
intain A division of THE MacazinE oF WALL Street. A background of forty-four years of service. 
por 90 BROAD STREET NEW YORK 4, N. Y. 
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Tomorrow today... via TWA 


Today’s down-to-earth businessman has discovered 
how convenient and timesaving it is to travel TWA. 
By using a five-mile-a-minute Constellation for all 
it’s worth, he gets the head start that lets him tackle 
tomorrow’s business today. He arrives refreshed — 
approaches each meeting with plenty of pep and plenty 
f ti to met nes Its A 1 cs wll Pala li ot eS Where in the world do you want to go? For informa- 
of time to get results. And since he’s handling tomorrow’s Mingneetecetemtige’ — nwntienitnniinedinr pena 
work today, doesn’t that mean he can be back at his 


desk tomorrow morning? 










ACROSS THE U.S. AND overseas... FLY 
TRANS WORLD AIRLINES — 
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U.$.A.- EUROPE-AFRICA-ASIA : : 
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